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Sound Moneyanad In the annual address of 


National Honor. 


Mr. John H. Leathers, 
president of the Kentucky Bankers’ As- 
sociation, at its convention recently held 
in Louisville, will be found a very con- 
vincing argument, showing the error, 
to use no harsher term, of the proposi- 
tion for the free coinage of silver at the 
ratio of sixteen to one, and the dis- 
credit and dishonor which the adoption 
of such a proposition as law would 
bring upon the American people, Mr. 
Leathers shows that the proposition is 
largely based on the antiquated fallacy 
that legislation can create values, and 
he points to the effort of King James to 
debase the currency of England over 
two hundred years ago,and to the depre- 
ciated paper currency of the American 
States, issued over a century ago, as 
potent illustrations of the disaster and 
suffering which inevitably follow such 
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unwise and dangerous policies. Mr. 
Leathers’ denunciation of the silver fal- 
lacy is admirable throughout, and there 
is a widespread belief that a large ma- 
jority of the voters of Kentucky are of 
the same mind. 

In our view, we think it is demon- 
strable, as matter of law, that the free 
coinage of silver at the ratio of sixteen 
to one would, at the present day, be an 
unconstitutional measure, even if the 
American people should elect an ad- 
ministration who would decree it, and 
that the delegated power to ‘‘coin 
money and regulate its value” does not 
include the power to certify upon any 
coin a false value. But there is no 
danger that there will be any necessity 
to submit the constitutionality of such 
a law to the Supreme Court. The 
American people will demonstrate at 
the polls in November that they are not 
swayed by the fallacies of demagogues, 
but, as the final judge of the question 
thrust upon them for decision, will vote 
against the proposition by an over- 
whelming ‘‘No.” 


The A. B. A. as The general proceedings 
an agency in 
romoting uni- of the twenty — second 
ormity of com- 
merciallaw. annual convention of the 
American Bankers’ Association, held at 
St. Louis, were reported in last month’s 
JournaL, We reserved for this month 
the publication of a full report of the 
discussion of the practical banking 
questions submitted at the convention 
that we might have opportunity to sup- 
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plement it with a few notes pertinent to 
portions of the discussion. 

In the presentation of topics to the 
convention, the executive council made 
a radical departure from the course pur-— 
sued at previous annual meetings, The 
prior custom had been to have a pro- 
gramme made up of a list of speakers 
and the subjects upon which each would 
address the meeting. Experience proved 
that the delivery of a series of set ad- 
dresses, no matter how interesting or 
important, failed to elicit that general 
discussion and comparison of views by 
the assembled members which consti- 
tutes the chief value of an annual 
gathering. At the last convention the 
opposite extreme was resorted to. The 
programme contained a list of carefully 
prepared subjects of practical import- 
ance to the banking fraternity. These 
were presented to the convention for 
discussion, with no speaker specially 
assigned to each subject. The result 
is seen in the report of the discussion 
elsewhere published. While but one 
subject—that of the making of charges 
on all items that cost to collect—was 
presented before the convention with any 
degree of thoroughness, and the other 
subjects, after somewhat superficial con- 
sideration, were unburdened by a refer- 
ence to the executive council, the gen- 
eral result was not without benefit. 
There was more speaking from the 
floor, and the number of speakers was 
larger than at conventions where the 
proceedings consisted of a series of read 
papers. 

In our view, the greatest practical 
benefit would be derived from a method 
of procedure between the two extremes 
of (1) papers read without discussion 
and (2) subjects presented without as- 
signed speakers. This would involve, 
first, a careful selection of the subjects 


for discussion, and then the assigning of 
a specialist upon each subject to open 
the discussion, with such preliminary 
announcement to all members of the 
questions involved in each subject that 
they might come prepared to contribute 
to the discussion by the subsequent 
presentation of their own views. The 
specialist should stand ready to answer 
all questions submitted from the floor 
upon the subject assigned, and, in turn, 
might contribute materially to the fund 
of general information by questioning 
members from different sections as to 
the conflicting usages, practices and 
laws prevailing in each. 

Take, for example, the subject of 
payment of depositors’ notes, made pay- 
able at the bank. In New York, the 
law is that the note is equivalent toa 
check and must be paid in the same 
way, and the New York banker can see 
no reason why this should not be so, 
In Illinois, on the other hand, the note 
is not such equivalent, and the bank is 
not authorized to pay, without receiv- 
ing express instructions soto do. The 
Illinois banker, doubtless, will furnish a 
reason why thisrule is preferable. That 
some bankers think so is seen by the 
statement of a Cincinnati banker at the 
convention: ‘‘I cannot see why a banker 
has the right to pay one of his notes 
when presented and charge his account 
with it. I think it is unwise for any 
bank to do so.” The contrary decisions 
in each State, founded doubtless on 
prior commercial usages, have each an 
underlying reason. If this subject were 
presented by a specialist, familiar with 
the conflicting law in each State, he 
would have the power to call out from 
the assembled gathering a statement of 
the practice in different sections and of 
the reasons for the conflicting rules, 
with the result that a fund of informa- 
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tion would be gathered of the (highest 
utility. 

The task of promoting uniformity of 
commercial law throughout the States 
has been assigned by the association to 
the special care of its executive council. 
With each succeeding year the increased 
usefulness of the association in benefit- 
ting its members is apparent. The 
great success of the special committee 
of the council in providing a scheme of 
protection from criminals was the sub- 
ject of many congratulatory utterances 
at the recent convention, This work is 
being continued, and a method has been 
outlined looking towards still greater 
protection, The task of procuring uni- 
form laws as a substitute for the great 
mass of conflicting rules which burden 
all interstate dealings in commercial 
paper is no light undertaking, but the 
success which has attended the efforts 
of the American Bankers’ Association 
in the past in the procuring of laws in 


many of the States abolishing grace on 
commercial paper is an indication that 
great progress towards uniformity is 
possible when the entire subject is taken 
up in earnest by the administrative 
council. 


The attention of our read- 
ers is especially invited to 
the suggestion of Mr, F. W. Gookin, 
cashier of the Northwestern National 
Bank of Chicago, made at the conven- 
tion of the American Bankers’ Associa— 
tion, that “fall domestic exchange trans- 
actions of whatever kind and with all 
classes of customers without exception 
be made at the current market rate, plus 
or minus, according to the nature of the 
transaction, a small commission for the 
bank performing the service.” 

The subject of adequate compensation 


A uniform sys- 
tem of charging 
exchange. 
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for making collections is one that touches 
all bankers, and at present is regulated, 
each bank for itself, except that agree— 
ments to charge a specified scale of rates 
are in existence in a few of the cities of 
the country. But many banks, acting 
independently, find it impracticable to 
so regulate this branch of their business 
as to make it yield a sufficient remuner- 
ation for the work done, and the bank- 
ing literature of the past is replete with 
plans and propositions looking to a so- 
lution of the difficulty, which, neverthe- 
less, has not as yet been attained. Mr. 
Gookin now comes forward with a new 
proposition, of such character as to 
seem worthy of serious consideration, It 
was not adequately discussed at the con- 
vention. We should like to see it dis- 
cussed; its practicability demonstrated, 
or its impracticability made clear. Will 
not some of our readers take time from 
the arduous duties of their profession, 
and contribute their views on this im—- 
portant subject? 


Transfer tax on An important decision 
bonds and stock 
of non-resident. has been rendered by the 
New York Court of Appeals construing 
the Transfer Tax act with reference to 
the bonds and stock of a domestic cor- 
poration owned by a non-resident de- 
cedent, which are in his possession in 
another State at the time of his death, 
which pass by his will to residuary lega- 
tees in the latter State. The decision 
is that the bonds are not taxable, not 
being ‘‘property within the State” of 
New York, but that the shares are sub- 
ject to the transfer tax. The full text 
of this decision, showing the grounds 
upon which it is based, is published 
in this number. In addition, we under- 
stand that the New York Court of Ap- 
peals has very lately rendered a decision 
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to the effect that United States bonds of 
non-resident decedents are not taxable, 
though within the State, 

The applicability of the Transfer Tax 
act to the bonds, stocks and securities 
of various kinds belonging to non-resi- 
dent decedents, where the paper docu- 
ments representing the property are 
situated both within and without the 
State, has been made the subject of 
several recent decisions by the New 
York Court of Appeals which pretty 
thoroughly cover the ground, and we 
will, in the next number, publish a sum- 
mary of these decisions. 


Banking in Cali- The eighteenth annual 

report to the governor 
of the Board of Bank Commissioners of 
California, issued September 1st, ex- 
hibits the statistics of the incorporated 
state and private banks, and makes cer- 
tain recommendations concerning the 
banking laws of the state. The num- 
ber of banks in the state is: 


Incorporated state savings banks 57 
Incorporated state commercial 
banks 169 
Foreign banks 5 
Private banks 20 
National banks 31 
Liquidating banks 21 


Total, 


The report shows: 


Total money in banks 

of California (includ- 

ing national banks) $21,775,362 50 
Total assets 303,860,772 23 
Total amount due de- 


positors 202,663,602 34 


During the year five new commercial 
banks have been organized, making a 
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total of 174 active banks now conduct- 
ing a commercial banking business, as 
compared with 173 at the time of the 
last report. A comparison of aggregate 
resources with those of the previous 
year shows a reduction of eight million 
dollars during the year; and the amount 
of cash on hand decreased four and 
four-tenths millions. This reduction 
is explained by the fact that there has 
been withdrawn from commercial use 
about two and a half millions of county 
or public money: and also by the dis- 
trust and consequent withdrawal of gold 
caused bv the financial agitation inci- 
dent to the near approach of a Presiden- 
tial election. 

The commissioners believe that the 
laws affecting and governing the bank- 
ing corporations of the state should be 
revised, and the board is unanimous in 
its opinions and recommendations upon 
the following subjects—-we quote from 
the report: 

‘‘Commercial banks should be re- 
stricted to the conducting of a commer- 
cial banking business. The law, in our 
opinion, should prohibit the merging of 
a savings bank with acommercial bank, 
and a commercial bank with a savings 
bank. In our report of last year, we 
also recommended that the law be 
amended to prevent the practice of per- 
mitting savings banks to be conducted 
in the same room with commercial 
banks, and governed by the same offi- 
cers, 

The experience of this Commission, 
obtained in the examination of the com-— 
bined savings and commercial! banks, 
leads it to the belief and conclusion that 
depositors in such institutions are fre- 
quently, without evident intent or pur- 
pose upon the part of the officers con- 
ducting the same, misled as to the nature 
of their deposits or the position they 
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may hold with the bank. And when, 
if any such institution should become 
depressed, or be compelled to close its 
doors, the rights of depositors under the 
law are in the commercial bank different 
from those in the savings bank. The 
depositor in the commercial bank has 
the right, under Section 440, Code of 
Civil Procedure, to offset his deposit 
against his liability; while in the sav- 
ings bank it has been held that such off- 
sets cannot be made, 

This Commission also recommends 
that the law be amended, providing that 
when a bank is declared insolvent a re- 
ceiver should be appointed by the court 
to take charge of the affairs of the bank 
while the same is in liquidation, with 
the power placed in the Commission to 
fix the salary to be allowed him by law 
and the number of additional employes 
and their salaries. 

We further recommend that, at such 
times as reports of banks shall be called 
for by the Commission, in addition to 
the requirement of the law now imposed, 
requiring its president and secretary to 
verify under oath said report, at least a 
majority of the board of directory of 
said bank shall sign and qualify to the 
correctness of the same and the value of 
the assets, as therein set forth. 

And it is also recommended that loans 
made to officers and directors of com— 
mercial banks shall be approved by at 
least three members of the board of di- 
rectory who are not directly or indirect- 
ly interested in said loans; and that said 
approval shall be indorsed upon the 
note or obligation executed to the 
bank, 

It is believed that the enactment of 
such laws, in addition to those now al-— 
ready on our statute, will, if not per- 
fecting our banking law, greatly add to 
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its value, and throw around banking in- 
stitutions safeguards against many fail- 
ures,” 


We publish elsewhere 
a summary of the pro- 
ceedings of the forty-third annual meet- 
ing of the New York Clearing House 
Association, Among other business 
transacted, an amendment to the con- 
stitution was adopted to the effect that 
all paper sent through the exchanges by 
members shall bear the stamped or 
written receipt—‘‘ Received payment 
through the New York Clearing House 
(date), name of bank (and No., if de- 
sired).” 

The object of this amendment has 
been quite widely reported in the press 
as being to make members, by this 
stamp, responsible in case the paper 
collected is, subsequent to collection, 
discovered to be fraudulent, This is 
not strictly correct, as we understand 
the matter, 

Such a responsibility existed before 
the adoption of this stamp requirement, 
and the chief end to be served by the 
stamp is to make the identity of the 
collecting bank clear, in case the paper 
is for any reason to be returned. 

It was the habit of many banks to 
send their exchanges through the Clear- 
ing House without any indorsement, 
number or other mark to identify the 
presenting bank, and this rendered it 
necessary for the drawee to mark on 
each check from which bank it came, 
making additional labor and trouble. 
The stamp requirement now adopted 
obviates this, and serves to identify the 
bank from which the check comes, in— 
dicating to the drawee to whom it is to 
be returned, in case there is anything 
wrong. 


The New York 
Clearing House, 
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Personal liability Readers will note the ex- 

of officers in , 

Kansas banks. istence of a statute in 
Kansas, applicable to the State banks, 
which, in addition to making it unlaw- 
ful for any officer to receive a deposit 
when the bank is in a failing condition 
—a provision which is met with in many 
States—contains a provision making it 
their duty to examine into the affairs of 
the bank and to knowits condition, and 
making such officers individually liable 
to depositors if they either receive a 
deposit, knowing the bank to be insol- 
vent, or fail in their duty of examination, 
which renders them chargeable with 
knowledge. The statute has just come 
before the courts for construction on 
the question whether the liability exists 
for one or for three years. Such a pro- 


vision for personal liability of officers to 
depositors is not general among the 
States, and its effect would seem to be 
wholesome, as tending to make the 
officers of a bank more than ordinarily 


solicitous as to its safety, and conserva— 
tive in its management, their own per- 
sonal estates being at stake and liable 
to go down with the insolvency of the 
bank, 


Cash inthe Banks. A very interesting sum- 
mary has been prepared and published 
by Comptroller of the Currency Eckels, 
showing the amounts and kinds of 
money in the banking institutions of the 
United States, the use of credit instru- 
ments in daily business affairs, the num- 
ber of depositors and the transactions 
of the clearing houses of the country, 
on the fixed date, July 1, 1896. The 
number of banking houses and trust 
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companies inquired of were 12,762, and 
but 5,723 of these responded. The stat- 
istics as to the remaining institutions 
are, therefore, estimated. One special 
object has been to separate the gold 
holdings from the other kinds of cash 
held by the banks. Theestimate is that 
the total gold and gold certificate hold- 
ings of the banks of the country on the 
first of July was 3oz millions, This is a 
very interesting piece of information to 
carry in mind, as bearing on the total 
of gold within our borders. The am- 
ount in the treasury of the United States 
is always exactly known, and if the X 
rays could only be turned upon the safe 
deposit vaults and boxes in all the large 
cities, and in the various nooks and cor- 
ners in which private hoards are lodged 
the student of finance would have a 
more correct conception of what the per 
capita gold actually was. The comp- 
troller estimates the total gold in the 
banks and the free gold in the treasury 
at the date of his summary, October 3, 
at 426% millions. Since that date, the 
Old Lady of Threadneedle St. has con- 
tinued opening her private gold chest, 
and more gold has come to this country; 
and the evidence also is that there has 
been considerable hoarding of the pre- 
cious metal during the last two months. 

Another interesting feature is the es- 
timate of the total number of depositors 
in all the banks at between ten and 
eleven millions, with total estimated de- 
posits aggregating over five billions of 
dollars. 

The summary is interesting through- 
out, and is a valuable contribution to the 
financial literature of the day. 
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SOUND MONEY AND NATIONAL HONOR. 


Annual Address to the Members of the Kentucky Bankers’ Association by its President, John 
H. Leathers, at the Annual Convention held at Louisville, Ky., October 14, 1896. 


I consider it a distinguished privilege 
to greet you on this occasion—the fifth 
annual meeting of our Association. It 
is a gratifying circumstance that we have 
been spared through another year, to 
meet again to devise measures and to 
transact business for the furtherance of 
the important ends this Association seeks 
to subserve, As we meet to advise and 
to consult for the great interests we 
represent, may it be with the resolve and 
anxious desire to keep the standard of 
the financial institutions of Kentucky 
committed to our care in the van of the 
battle for national honor and national 
credit. With this high purpose animat- 
ing each of us, I greet you with a hearty 
welcome to the commercial metropolis 
of our state, and to the labors and respon- 
sibilities of this annual meeting of our 
Association. 

We meet in the midst of the greatest 
political contest that has ever been waged 
in this country since the foundation of 
our government. The issues involved 
are the most important the American 
people have ever been called upon to 
determine, and upon their correct solu- 
tion must rest the peace and prosperity 
of our country, On the one side Popu- 
lism, inflation, and the debasement of our 
currency, are arrayed against the side of 
sound money, good faith, and national 
credit; and our watchword, and the 
watchword of those who would preserve 
the credit of the American people, must 
be against the people or party that would 
bring discredit upon our country. For 
this, men are willing to lay aside party 
passion and party prejudice, and to cast 
off old political ties and affiliations, if 


necessary, and, with that courage and 
patriotism characteristic of the American 
people, stand by their convictions upon 
what they believe to be right, and what 
they believe to be for the best interests of 
our country. Kentucky bankers are 
already upon record on this great ques— 
tion, and in ringing words declared at 
the Owensboro meeting last year, by 
unanimous voice, that: ‘The Kentucky 
Bankers’ Association declares that, in its 
candid and deliberate judgment, the 
faith of the nation and the welfare of the 
people demand the maintenance of the 
existing single gold standard as the basis 
of our monetary system.” And so say 
we here to-day, with increased emphasis, 
and declare again to the world our con- 
demnation of every effort, from every 
quarter to inflate or debase our currency. 
We declare to the world again that, in 
our opinion as bankers, no nation can 
maintain a double standard, and that 
every effort to accomplish that result 
has failed, and that the adoption of any 
law in this country authorizing the free 
and unlimited coinage of silver would be 
the greatest calamity that could be visit- 
ed upon the American people. 

We have only to look at the condition 
of other countries that have adopted it 
—Mexico, China, Japan, India and South 
America, and contrast those countries 
with the enlightened and progressive 
nations of the earth, who use the gold 
standard. A mere allusion to them is 
argument enough in itself without any- 
thing further. 

The simple question is: Are the Amer- 
ican people willing to give up their sil- 
ver, at its present valuation of one hun- 
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dred cents tothe dollar in gold, or to 
abandon the only practicable system of 
bimetallism and sacrifice all their gold 
and sink to the level of the half-civilized 
countries of the earth, like Mexico, 
China, Japan, India, and South Amer- 
ica? 

A great deal is said by the Populists 
and free silver advocates about the 
“great crime of 1873”, so called, and the 
demonetization of silver; when the fact 
is that from the foundation of our govern- 
ment down to 1873—a period of ninety 
-seven years—there were only coined in 
all that time eight million silver dollars. 
From the ‘‘great crime of 1873”, so 
called, down to the present time—a 
period of twenty-three years—and with 
a population of seventy millions of people 
we now have more than five hundred 
millions of dollars of full legal tender 
silver, every dollar of which is current 
as full legal tender with gold, showing 
that in the past twenty-three years we 
have issued, either in actual coin or silver 
certificates versus silver bullion, about 
seventy-five times as much silver as we 
coined during the whole eighty years’ 
previous history of the United States; 
and yet, in the face of these facts, it is 
claimed that silver has been surrepti- 
tiously demonetized. 

No country in the world has ever been 
able to open up its mints to the unlimit- 
ed coinage of silver and maintain a con- 
current circulation of the two metals on 
equal terms, Free silver advocates claim 
they are bimetallists; but the history of 
the world proves that it is not possible 
to have a double standard under free 
coinage, and all countries that have tried 
it have really the single silver standard, 
Is it possible for us to do what no other 
nation or people have ever been able to 
do? 

It is a fact that none can deny, that 
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no silver standard country has any gold 
in its currency; and it is also a fact that 
none can deny, that every gold standard 
country uses, just as we do, a large 
amount of silver in its currency. Then 
why undertake to do what no other na- 
tion has ever accomplished, and why de- 
stroy our present monetary system 
for free silver, which has lowered the 
credit and standing of every country 
that has ever adopted it, simply to en- 
rich a few silver mine owners? It is not 
possible to see how a banker, trained 
in the financial affairs of his country, 
can take but one side of this question 
and that the sideof sound money and 
stable currency. 

The distress that prevails all over 
this land is largely the outgrowth of a 
widespread belief in the fallacy that leg- 
islation can create values. It never has 
and never can, Legislation may pro- 
vide for the issuance of promises to pay 
value, and for means to redeem those 
promises, but those promises will only 
pass current in proportion as faith ex- 
ists in the ability of the promisorto re- 
deem his pledge. 

It is true, legislation may invest fifty 
cents worth of silver with the power to 
cancel a dollar’s worth of debt, among 
ourselves; but it is just as impossible to 
legislate into silver a value which does 
not exist as it would be to fix by legis- 
lation the value of a bushel of wheat or 
a barrelof potatoes, Whatever individ- 
ual views the American people may ho!d 
on this question, the fact remains that 
the business of the whole commercial 
world is conducted on the basis of gold 
as the only standard, and it is foolish 
for this country to attempt to reform 
the financial methods of the world 
single-handed and alone. We can no 
more force the world to receive 50 cents’ 
worth of silver for too in gold than we 
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can force people to receive eight ounces 
for a pound—one proposition is just as 
reasonable and as sensible as the other. 

It would seem strange, in the light of 
the experience of other nations, that this 
great and rich country, which has ex- 
cited the wonder and admiration of the 
world by its splendid example of pa- 
triotism, courage, progress and en- 
lightenment, as well as its high honor 
and integrity, should be guilty of sucha 
stupendous piece of folly. 

‘*History repeats itself,”is an old say- 
ing and a true one, and the effort to de- 
base the currency of a nation or a people 
is no new thing in history. King James 
of England tried it over 200 years ago, 
and brought untold dishonor and misery 
upon the English people. Poverty and 
distress swept over the land and nation- 
al dishonor followed, which took many 
long years to repair. Says the great 


historian, Macaulay, in his ‘‘History of 
England,” speaking of this period of 


English history: 

‘‘The poverty of the treasury was the 
necessary effect of the poverty of the 
country. Public prosperity could only 
be restored by the restoration of private 
prosperity; and private prosperity could 
only be secured by years of peace and 
security. James was absurd enough 
to imagine that there was a more speedy 
and efficacious remedy. He could, he 
conceived, at once extricate himself 
from his financial difficulties by the sim- 
ple process of calling a farthing a shil- 
ling. In his view, the right of coining 
money included the right of debasing 
the coin. Pots, pans, door—knockers 
and pieces of ordnance which had long 
been past use, were carried to the mint, 
In a short time, lumps of base metal, 
nominally worth one million sterling, 
intrinsically worth one-sixteenth part of 
that sum, were in circulation, and a 
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royal edict declared these pieces to be 
legal tender in all cases whatsoever. A 
mortgage for one thousand pounds was 
cancelled by a bag of counters made out 
of old kettles.” 

Then follows in long detail the misery, 
confusion and demoralization that en- 
sued from King James’ experiment. 

Is there no lesson from this bit of 
English history for the American people 
of to-day? Are there not signs of a de- 
sign On the part of some people in this 
country to bring about the same con- 
ditions that prevailed in England two 
hundred years ago? 

Or, let us come down a hundred years 
further and see what there may be in 
our own history as a people to warn us 
against the evils that are sought to be 
fastened upon us at the present time. 
I read a few extracts from ‘“Fiske’s 
Critical Period of American History,” 
a standard work, chapter 4, pages 163, 
165, 169, 170 and 176, pertinent to the 
great question that now confronts the 
American people. It is significant that 
Fiske heads the chapter I quote from, 
“Drifting Toward Anarchy.” 

‘‘The war (the revolutionary war) had 
also wrought serious damage to agri- 
culture, and in some parts of the coun- 
try the direct destruction of property 
by the enemy’s troops had been very 
great. To all these causes of poverty 
there was added the hopeless confusion 
due to an inconvertible paper cur- 
rency. The worst feature of this finan- 
cial device is that it not only impov- 
erishes people but muddles their brains 
by creating a false and fleeting show of 
prosperity. By violently disturbing ap- 
parent values, it always brings an era 
of wild speculation and extravagance 
in living, followed by sudden collapse 
and protracted suffering. In such 
crises the poorest people, those who 
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earn their bread by the sweat of their 
brows and have no margin of accumu- 
lated capital, always suffer the most. 
Above all men, it is the laboring man 
who needs sound money and steady 
values. 

‘“‘By 1786, under the universal de- 
pression and want of confidence, all 
trade had well nigh stopped, and politi- 
cal quackery, with its cheap and dirty 
remedies, had full control of the field. 
In the very face of miseries so plainly 
traceable to the deadly paper currency, 
it may seem strange that the people 
should now have begun to clamor for a 
renewal of the experiment which had 
worked so much evil. Yet so it was. 
As starving men are said to dream of 
dainty banquets, so now a craze for 
fictitious wealth, in the shape of paper 
money, ran like an epidemic through 
the country. There was a Barmecide 
feast of economic vagaries ; only now 
it was the several States that sought to 
apply the remedy, each in its own way. 
And when we have threaded the maze 
of this rash legislation we shall the bet- 
ter understand that clause in our federal 
constitution which forbids the making 
of laws impairing the obligation of 
contracts. 

‘‘Only two States out of the thirteen 
—Connecticut and Delaware—escaped 
the infection, but, on the other hand, it 
was only in seven States that the paper 
money party prevailed in the legisla- 
ture. North Carolina issued a large 
amount of paper, and, in order to get it 
into circulation as quickly as possible, 
the State government proceeded to buy 
tobacco with it, paying double the 
specie value of the tobacco, As a 
natural consequence the paper dollar 
instantly fell to seventy cents, and went 
on declining. 

‘In South Carolina an issue was tried 
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somewhat more cautiously, but the 
planters soon refused to take the paper 
at its face value. Coercive measures 
were then attempted. Planters and 
merchants were urged to sign a pledge 
not to discriminate between paper and 
gold, and if any one dared refuse, the 
fanatics forthwith attempted to make it 
hot for him. A kind of ‘ Kuklux’ 
society was organized in Charleston, 
known as the ‘Hint Club.’ Its purpose 
was to hint to such people that they had 
better look out. If they did not mend 
their ways, it was unnecessary to in- 
form them more explicitly what they 
might expect. Houses were combusti- 
ble then as now, and the use of firearms 
was well understood. 

In Georgia the legislature itself at- 
tempted coercion. Paper money was 
made a legal tender in spite of strong 
opposition, and a law was passed pro- 
hibiting any planter or merchant from 
exporting any produce without making 
affidavit that he had never refused to 
receive this scrip at its full face value. 
But somehow people found that the 
more it was sought to keep up 
paper by dint of threats and forcing 
acts, the faster its value fell. 

‘*Virginia had issued bills of credit 
during the campaign of 1781, but it was 
enacted at the same time that they 
should not bea legal tender after the 
next January. The influence of Wash- 
ington, Madison and Mason was effect- 
ively brought to bear in favor of sound 
currency, and the people of Virginia 
were but slightly affected by the craze 
of 1786. 

‘‘Pennsylvania had warily begun in 
May, 1785, to issue a million dollars in 
bills of credit, which were not made a 
legal tender for the payment of private 
debts. They were mainly loaned to 
farmers on mortgage, and were receiv- 


the 





SOUND MONEY AND 


ed by the State as an equivalent for 
specie in the payment of taxes. By 
August, 1786, even this carefully guard- 
ed paper had fallen some twelve cents 
below par. 

‘In Rhode Island the paper money 
had been issued in May; in November 
it passed for sixteen cents,” 

I make no apology for quoting so fully 
from Fiske on this important period of 
our history, and our people will be dull 
indeed if they refuse to heed this warning 
of the inevitable evil result of a debased 
and unstable currency. 

In conclusion of this part of my 
paper, I will only tax your patience to 
give you some brief statistics of the 
financial institutions of the United 
States. 

From the last report of the Secretary 
of the Treasury of the United States it 
will be found that the deposits in the 
national banks, state banks, savings 
banks and trust companies of the United 
States aggregate the enormous sum of 
forty-nine hundred millions, four hun- 
dred and forty thousand, six hundred 
and seventy dollars. These deposits 
are secured by a capital and surplus ag- 
gregating seventeen hundred and 
eighty-six million, four hundred and 
seventy-five thousand dollars. This 
capital and surplus, with the securities 
those institutions hold for loans made, 
provide the amplest indemnity to the 
depositor. All of this vast sum belong- 
ing to the people of the United States, 
except a reasonable and ample reserve, 
required by law and the rules of safe 
banking, finds its way into the channels 
of trade, and is the lever that moves the 
commerce of the nation. Close these 
institutions and all trade ceases, all 
business enterprise is paralyzed, confu- 
sion and poverty take possession of the 
land and the richest country in the 
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world is made desolate. 
trained 


How can men 
in finance and the business 
affairs of their country follow such blind 
leaders ? 

Of this great sum, comprising the de- 
posits of the financial institutions of the 
United States, eighteen hundred and 
forty-eight millions are the savings of 
the people, numbering four million 
seven hundred and seventy thousand 
six hundred depositors, or an average 
of about three hundred and sixty dol- 
lars to each depositor. This money of 
the wage-earner, the mechanic, the 
working man and the working girl, the 
widow and the orphan, aggregate a sum 
sufficient in itself, belonging mainly to 
the brawn and muscle of America, to 
distribute a dollar a head to every in- 
habitant of the earth, This money of 
the wage-earners—this enormous sum 
of money, comprising the savings of the 
people— was equivalent, every dollar of 
it, to gold when it was deposited; it is 
equivalent, every dollar of it, in gold 
to-day, and the bankers of America in- 
tend to see to it, so far as it may lie in 
their power, that good faith is kept with 
these people, and that every dollar of it 
shall be as good money as they deposit- 
ed when they call for it. And yet there 
are people—many of them in high 
places—who would have the country 
believe that the banks, without which 
the crops of the country could not be 
moved, or its manufactories be carried 
on, or its business enterprises promoted, 
are the enemies of the people, a menace 
to the prosperity of our country, and 
the effort to maintain the existing 
money standard of the American people 
‘ta bankers’ conspiracy.” 

If a man is sick, he consults his 
physician; if he wants the sanitary ar- 
rangements of his house looked after, 
he sends for his plumber; if he needs 
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counsel on a legal proposition, he con- 
sults his lawyer; if he wants a pair of 
shoes mended, he goes to his shoe- 
maker; and why, then, by the same 
process of reasoning, may not the 
opinion of a trained banker, who makes 
the subject of finance the great study of 
his life, be considered as good on this 
question as that of a silver mine 
owner ? 

A distinguished American statesman, 
and a citizen of a far Western State at 
that, has said: ‘‘The financial system of 
acountry isa test of its civilization.” 
If that is true—and we know it is—then 
it is equally true that no nation, except 
the uncivilized or half-civilized nations 
of the earth, have the free and un- 
limited coinage of silver as their mone- 
tary system. Are the American people 
willing to abandon their present money 
system and adopt that of the half-civil- 
ized nations of the earth? Can we 
doubt that the American people will 
answer at the polls in November, in 
thunder tones, ‘*‘ever!” 


OBITUARIES, 


It is with profound sorrow that I have 
to announce that since our last meeting 
we have been called upon to mourn the 
loss of a number of well-beloved and 
eminent members of this association: 
Thomas L. Barret, president of the 
Bank of Kentucky; Eldridge Palmer, 
president of the City National Bank of 
Paducah; E. P. Campbell, president of 
the Bank of Hopkinsville, Hopkinsville, 
Ky.; John W. Matthews, cashier of the 
Bank of Newcastle, Ky., all of them 
well-known, true and tried, and promi- 
nent factors in the progress and devel- 
opment of their respective communi- 
ties. An appropriate committee will, 
in the name of this association, present 
in due time fitting testimonials of their 
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worth and distinguished ability, but I 
cannot refrain from making something 
more than a mereallusion to so eminent 
and distinguished a man as Thomas L. 
Barret. 

As we assemble here to-day who does 
not miss the genial presence and inspir- 
ing influence of this great banker? The 
first president of this association, the 
leading figure in its organization, at the 
head of the largest financial institution 
in the south, the Colossus of Kentucky 
bankers, the conservative, enterprising 
man of finance, the leader among men 
of business—how great our loss, and 
who can fill his place? Indeed we may 
Say, as was said of one of old, ‘‘A great 
man and a prince has fallen.” The in- 
fluence and example of Thomas L. Bar- 
ret will long live throughout Kentucky, 
stimulating men to imitate his noble 
character and illustrious career. 


PRIZE ESSAYS, 


The thanks of this association are due 
to Mr, E. D. Sayre, of Lexington, who, 
following the liberal example of Mr. 
Thomas L. Barret, generously offered 
three prizes, aggregating $150 in gold, 
to young bankers for the best essays 
upon the subject of banking. A num- 
ber of highly creditable papers are in 
the hands of a proper committee, and in 
due time their official announcements of 
the successful competitors will be made, 
and the papers awarded the prizes will 
be read before the association by the 
authors, 

This plan of attracting and encour- 
aging young men who have chosen 
banking as their profession in life, in- 
augurated by Mr. Barret and so 
promptly followed up by Mr. Sayre, is 
worthy of the highest praise, and it is 
earnestly hoped that other gentlemen 
may emulate the example of these two 
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noble men, and that every year the 
reading of prize essays may be one of 
the most interesting features of our an- 
nual proceedings. 

MEMBERSHIP. 

The membership of our association, 
large and respectable though it is, 
should be larger. This association 
should embrace in its membership every 
bank in the commonwealth. I inaugu- 
rated a plan, commencing with my 
term ot office one year ago, of request- 
ing each vice-president to mail a cir- 
cular letter which I had prepared to 
every banker in his district who was not 
already a member, adding such per- 
sonal postscript as he deemed proper. 
This has resulted in many accessions to 
our membership, but many banks are 
still out. I trust some steps may be 
taken at the present meeting of the as— 
sociation to increase our membership, 
and, if possible, to have as members of 


our association every banking institu- 
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tion in the State. If ever there was a 
time when bankers needed mutual co- 
operation, when they needed to counsel 
together and to stand together, we are 
now passing through that period. ‘‘In 
union there is strength” is as true of 
banks as it is of States. The demagogue 
is abroad in the land. There are those 
who would have the ignorant believe 
that banks are the enemies of the people 
and the oppressors of the poor, Let 
the banks get together and stand to- 
gether, and by counsel and co-operation 
defend and promote the great interests 
committed to their trust. 

In conclusion, I shall soon surrender 
into your hands the trust and honors 
you so generously bestowed upon me 
one year ago, and I take this occasion 
to express to you my earnest and sin- 
cere thanks for the great distinction you 
have shown me, which I regard as the 
highest honor conferred 
me. 


ever upon 
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Statement by Secretary Carlisle, 


In reply toa letter from the Louisville ‘‘Cour- 
ier-Journal’”’ to Secretary Carlisle asking for in- 
formation concerning the coinage of silver, Sec- 
retary Carlisle has written as follows: 

“From January 1, 1896, to September 30, 1896 
standard silver dollars have been coined at the 
mints of the United States to the amount of 
$13,912,512. Since November 1, 1893, the date 
of the repeal of the purchasing clause of the 
Sherman act, standard silver dollars have been 
coined in the United States to theamount of $17, 
869,491, or more than twice as much as was coin- 
ed during the whole period of our history prior 
to 1878. The coinage of standard silver dollars 
is going on every day atour mints,and during 
the last month it amounted to $2,700,000. About 
the same amount will be coined during the 
present month. The seigniorage or gain which 
has been added to the circulation on account of 
the coinage since November 1, 1893, is about 
$5,700,000, and the seigniorage or gain in the 
coinage of last month was about $900,000, 


‘The coinage is being done under authority 
conferred upon the Secretary of the Treasury by 
the third section of the act of July 14, 18go, 
which provides: ‘That the Secretary of the 
Treasury shall each month coin 2,000,000 ounces 
of the silver bullion purchased under the provis- 
ions of this act into standard silver dollars until 
the first day of July, 1891, and after that time 
he shall coin of the silver bullion purchased 
under, the provisions of this act as much as may 
be necessary to provide for the redemption of 
the Treasury notes herein provided for, and any 
gain or seigniorage arising from such coinage 
shall be accounted for and paid into the Treas- 
ury.’ 

“This law is still in force, no part of the act 
having been repealed except the clause whict 
directed the Secretary of the Treasury to continue 
the purchase of silver bullion and issue Treasury 
notes in payment for it, and the coinage is being 
made from the bullion belonging to the govern- 
ment purchased before the repeal of that clause.’ 
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SUMMARY OF REPORTS FROM BANKS AS TO CASH ON HAND. 


Comptroller of the Currency Eckels has pre- 
pared and issued the following statement ex- 
hibiting the summary of an investigation made 
by him of the amountof money held by the 
banks of the country and the kinds thereof: 

‘In accordance with a statementin my re- 
port in 1894, | have made a second investiga- 
tion of the amounts and kinds of money in the 
banking institutions of the United States,the use 
of credit instruments in daily business affairs, 
the number of depositors, the transactions of 
the clearing houses of the country. A circular 
asking such information, fixing the date for the 
same on July Ist, was sent from this office to 
national, state, savings and private banks and to 
trust companies in June last. The number of 
banking houses and trust companies inquired 
of were 12,962 and of 78 clearing houses, cover- 
ing all of such institutions in every State and 
Territory and the District of Columbia. 
Through disinclination to comply with the re- 
quest, neglect or otherwise, replies were re- 
ceived from but 5,723 banks and trust com- 
panies and 66 clearing house associations. The 
information, however, while incomplete, is of 
such a character as to enable a fair and correct 
result from all to be approximated. In re- 
ports heretofore received from banks other than 
national, there has seldom any attempt been 
made to separate into classes the kinds of 
moneys held by such banks, and asa result the 
amount of gold, for instance, has appeared ata 
very insignificant sum forall of the 9,260 of 
such concerns. In the Comptroller’s report for 
1895 the returns, as made up from state and 
other reports, showed the amountof gold as 
classified to be for all banks, other than na- 
tional, but ten millions of dollars ($10,000,000). 
Of the 5,723 reports received, 3,458 were of 
national banks, 1,494 state banks, 457 savings 
banks, 230 of private banks and 84 of loan and 
trust companies. The number of each kind not 
reporting were national banks, 231; state banks 
and trust companies, 3,366; savings banks, 
307; private banks, 3,322. The total number 
of banks divided by geographical division, the 
number reporting and the number not report- 
ing is as follows: 


Re- 
Report- port- 


Total, ing. ing. 


New England States, viz.: 
Maine, New Hampshire, 
Vermont, Massachu- 
setts, Rhode Island 
and Connecticut..... 
Eastern States, viz.: 

New York, New Jersey, 
Pennsylvania, Dela- 
ware, Maryland and 
District of Columbia.. 

Southern States, viz.: 

Virginia, West Virginia, 
North Carolina, South 
Carolina, Georgia, 
Florida, Alabama, 
Mississippi, Louisi- 
ana, Texas, Arkansas, 
Kentucky and Ten- 

; 676 51,377 
Western States, viz.: 

Missouri, Ohio, Indiana, 
Illinois, Michigan, 
Wisconsin, Iowa, Min- 
nesota, Kansas and 
Nebraska 

Pacific States and Terri- 
tories, viz.: 

Nevada, Oregon, 
orado, Utah, Idaho, 
Montana, Wyoming, 
New Mexico, North 
Dakota, So. Dakota, 
Washington, Arizona, 
Oklahoma and Indian 
Territory 


2,434 3,832 


Col- 


Total United States. 12,962 5,723 7,239 


“‘The total amount of cash in the 5,723 insti- 
tutions reporting was $413,124,849. It is 
divided as follows: Gold coin, $134,077,003; 
gold certificates, $55,481,338; silver dollars, 
$8,254,612; fractional silver, $7,399,073; silver 
certificates, $39,663,596; treasury notes, 1890, 
$13,126,018; U. S. notes, $110,469,375; cur- 
rency certificates, $20,858,000; national bank 
notes, $23,795,834. Of this total cash the 3,458 
national banks reporting held $335,174,616, and 
the 2,265 State, etc., $77,960,233. The amount 
of gold coin and gold certificates held by these 
national banks was $155,073,604, and by these 
State, etc., $34,484,737. In this connection it 
may be stated that the total number of national 
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banks, viz., 3,689, held on July 14, the date 
ot the last official call, $361,658,485 cash, of 
which amount there was in gold coin and gold 
certificates $161,853,560. 

‘‘The total cash and the part thereof of gold 
and gold certificates held by reporting banks in 
each geographical division is as follows: 


Amount of 
gold and 
gold certifi- 
Total cash. cates. 

New England States. $35,689,272 $15,403,768 
Eastern States... 213,129,569 88,580,133 
Southern States 29,086,601 9,558,183 
Western States 109,584,645 56,410,427 
Pacific States and 
Territories 25,634,762 19,605,830 


$413,124,849 $189,558,341 


‘‘A comparison of the money holdings of 
these geographical districts shows that the 829 
reporting banks in the New England States held 
but $6,602,671 more total cash and $5,845,585 
more of gold and gold certificates than the 676 
reporting banks in the Southern States, the 
1,275 banks in the Eastern States $103,544,924 
more total cash and $32,169,706 more of gold 
and gold certificates than the 2,434 banks in 
the Western States; the 676 banks in the South- 
ern States $3.451,841 more total cash and $10,- 
047,647 less gold and gold certificates than the 
509 banks in the Pacific States and Territories; 
the 829 banks in the New England States $10,- 
054,510 more cash and $4,202,062 less gold and 
gold certificates than the 509 banks in the 
Pacific States and Territories. It has been 
deemed necessary to indicate the location of 
those reporting and not reporting in order to 
give a proper measure by which to estimate 
the amount of cash of banks not reporting and 
the character thereof. Itis a fair estimate to 
be drawn from reports received, and in view of 
their general distribution and character, and 
the proportion of cash of those reporting to 
total cash held in all such banks that as 2,265, 
or 24.4 per cent., of all banks or companies, 
other than national banks, held $34,484,737 
in gold coin and gold certificates, the whole 
numberof banking institutions and companies 
in operation in the United States on July 
1, other than national, viz., 9,260, held on 
that day in gold coin and gold certificates $140, - 
939,807. Adding to this amount $161,853,560, 
the total gold coin and gold certificate holding 
of the national banks on July 14 as being the 
same as held by all of them on July 1, the total 
gold and gold certificate holdings of the banks 
of the country on that day was $302,793,367. 

‘‘A comparison of the cash holdings of banks 
other than national, as shown by the Comp= 
troller’s report of 1895, shows thaton July 1, 
1895, the 6,093 then reporting held in cash 
$227,743,303. As in ihis report 2,265 of such 
banks report $77,950,233 of cash it is evident 


that the importance, capital, etc., of the banks 
not reporting equals that of those reporting and 
the estimate made is fairly borne out. 

“The report of the Treasurer of the United 
States shows that upon July 2 there was free 
gold in the treasury to the amount of $101,- 
648,103. It is evident from all these facts that 
the available gold and gold certificatesin the 
banks and the free gold in the treasury on or 
about July 1 was $404,441,470. To-day it is 
larger, as the free goldin the treasury stands at 
$123,755,226, making the total in the treasury 
and in banks $426,548,593. 

“‘If the reports heretofore given in the Comp- 
troller’s report as to the gold holdings of the 
banks could have been made from individual 
reports from the individual banks of the coun- 
try as in this instance, the showing would have 
been as it now is as to the character of the cash 
held by banks other than national, 

‘The returns from the 66 of the 78 clearing 
house associations of the country show that on 
July 1 the total clearings amounted to $227,- 
935,404. The balances of these total clearings, 
settled in cash or cash exchanges, was but 
$19,152,834, or but little more than 8 per cent. of 


the whole. The balances were settled as 
follows: 


$1,325,015 
Gold clearing house certificates.... 265,000 
Silver and silver certificates....... 175,950 
United States notes 3,451,761 
Currency 1,017,101 
Currency certificates 5,785,000 
National bank notes 31,746 
Exchanges 3,089,299 
Managers’ certificates 3,904,904 
Collections by creditor from debtor 


$19,152,834 


‘‘The total number of depositors in the na- 
tional banks reporting on July I was 2,315,333, 
with individual deposits aggregating $1,586,- 
087,193. On July 14 the total individual de- 
posits of all the national banks were $1,668,- 
413,508, and the estimated number of deposit- 
ors 2,435,625. The total number of depositors 
in reporting banks, other than national, was 
3,614,630, with deposits aggregating $1,668,- 
352,673. In 1894 an investigation showed the 
number of bank depositors to be about 
9,000,000. A conservative estimate, in view of 
the fact that the number of depositors in na- 
tional banks shows an increase of about half 
a million, would make the total number now at 
between ten and eleven millions, with total 
deposits aggregating over five billions of 
dollars.” 

October 3, 1896. 





THE BANKING LAW JOURNAL. 


CONDITION OF NATIONAL BANKS JULY 14, 1896, 


Referred to in foregoing Summary. 


ABSTRACT of Reports made to the Comptroller of the Currency, showing the Condition of the 
National Banks in the United States at the close of business on Tuesday, the 14th day of 
July, 1896. 

RESOURCES. 

Loans and discounts........cscccccccecreccccccccccrecccccsceccsoccsessseces $1,959,166, 368 99 

Overdrafts..... (rmierenecoeaen Scene ekds HERSEREETS CERN ROE RRR OREEN EE Ok +heN 12,475,642 66 

ey Oe INI. nn 00b-006a6ee 000640600604 4000 000s eecuns 227,213,650 00 

ag ED OP UND Trg Gh. CONIOUINiss'040006d000cns000ceeccenceecsetenseee. 15,928,500 00 

a, ei I  a6k.cccanepensdeassetesncoenennndudeess ane 12,835,655 00 

ne Ge Er. ae, On as c0sesecevenscesccese Hi ikawe ‘ 17,579,015 44 

In etre en Ee — 190,262,918 13 

Banking house, furniture and fixtures..........sceceecsoees et ee eee 78,227,350 23 

Other real estate and mortgages owned .......eeeceecreees tonne ‘ wae 27,221,722 40 

Due from national banks (not reserve agents)..........eeeseeeseces imeteen 116,328,082 38 

Due from state banks and bankers........ : ’ . 28,388,424 79 

BURG BUOER GPOCOVES TOOSTVS AMEMIG, occ ccccccececcceccceseceescoes: ° 204,384, 106 92 

cea chiaGuneenbes seek SoRer eed sueeseas eavecekeas 13,601,452 76 

Buchanges for clearing house... ..cccccccccccoccsevce . cerensens oo0us 75,926,122 93 

Bills of other national banks oe - 17,444,746 00 

Fractional paper currency, nickels and cents............ mane eee 999,427 31 

Lawful money reserve in bank, viz:— 

I ac. ceae kana akete-< er ey eee eseses $110,133,159 67 

Gold treasury certificates. .......cec-eeee eiaad care ane 20,336,400 00 

Gold clearinghouse certificates.......seeesseecsessesess 31,384,000 00 

Silver dollars.......... irereerhewns Cintianiwdnhhaiee 6,867,060 00 

ee SUT SONIINNOR 6.06 cdncdcecdccencsceveseseeas 29,495,375 00 

Silver fractional coin weebane 5,619,454 44 

Total Specie... chenaiaa (Aegediinesstanencece Hn St 

Legal tender notes Seesecseccecesesoceces FES,375,990 CO 

U.S. certificates of deposit for legal tender notes........ 27,165,000 00 
ee 344,213,739 II 
Five per cent. redemption fund with treasurer........seeseeeces “ 9,922,944 49 
Due from U. S. treasurer... neteenanbeas - 1,677,206 43 


sie 


- -$3,353,797,075 97 
LIABILITIES, 
Capital Stock paid in....... (abeserdetedbnsneneeranes oeccceccees «e+. $651,144,855 00 
Surplus fund ° _— on 248,368,4 2 
Undivided profits, less exp nies Ree 83,483,2 
National bank notes issued.....cccsceseceee 
Less amount on hand 


Amount outstanding iene — . 199,214,049 50 
State bank notes outstanding........0..+60. i mat ‘ higaiion sonia 60,393 50 
Due to other national banks......... Seow . eveeee 291,990,811 77 
en OO PD NE EE COB oo. o.ncc cc ccccccvcccsecccocsescese ececcoececess SRESEE SERS 
Dividends unpaid....... ‘ £6 06060se~eeeeusnesenesesesecenenss 2,833,357 12 
FaGividual Geposits.....ccccccccccccececs Pr WeheeGates seesece SD 
U. S. deposits.......... evccccescccccocs . eee 12,556,149 50 
ee ee es ac acacccuceencieeninesennsesnebsessecaeenes 2,848,176 20 
I Re Re PG in occ cacesesseretedcdacecesccesesesccéocesenccesn  SEORGOO SE 
Bills payable... ° cocccccccesccocccoccccccceseccs 25,920,902 16 
eRe GUNOT COM GONE COUPE GONION ooo 6.0.0.0 0:0:0:6:5560:0600000000008060000 8000080 2,805,138 26 


Total. cccccccccccccccccccccccccccccescccccccccccccescsecccscocccccccccosoe 9309532 797:075 OF 
JAMES H. ECKELS, Comptroller. 


*The amount of circulation outstanding at the date named, as shown by the books of this office, was $225,- 

664; which amount includes the notes of insolvent banks, of those in voluntary liquidation, and of those 

Stich have deposited legal-tender notes under the acts of June 20, 1874, and July 12, 1882, for the purpose of re- 
tiring their circulation. 
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PRACTICAL BANKING QUESTIONS. 


Verbatim Report of the Discussion upon Practical Banking Questions at the Convention of the American 
Bankers’ Association at St. Louis, September 23, 1896; with notes by the Editor. 


President E. H. Pullen: Gentlemen, 
we have finished with the call of states. 
Now we go to the discussion of practi- 
cal banking questions. 


Check Payable at a Distance. 

The first question on the programme 
is, ‘‘Diligent presentation of checks 
payable at a distance. The law and the 
practice.”* There seems to be no dis- 
cussion, and we will pass to the next 
question, which is ‘Discussion of the 
rule abolishing restrictive indorse— 
ments,” 


Restrictive Indorsements. 

N. B. Van Slyck of Madison, Wis.: 
Does the second indorsement of a check 
sent out for collection carry with it all 
legal responsibility of the previous in- 





*This subject was treated in an address by the 
editor to the convention of the American Bank- 
ers Association held in Chicago in October 1893. 
The object of the address was to show from a 
legal standpoint the risks and liabilities attend- 
ant upon the prevailing practice of forwarding 
checks by circuitous routes to the place of pay- 
ment. Existing practices are not sanctioned 
by the rules of diligence established by law. The 
law says a certain course must be followed. The 
practice of bankers is to follow a different 
course. If the practice is right, the law is 
If the law is right, the practice is 
wrong. The conflict between law and practice 
presents an incongruous Situation, and affords 
an inviting subject for the consideration of bank- 
ers to the end that such changes may be made 
in the law, in the Practice, or in both, as will 
enable the enormous volume of distant check 
collection business to be done in such manner as 
will be according to law and at the same time, 
most practicable from the standpoint of bank 
economy, 


wrong. 


dorsement, which might perhaps have 
been forged ?t 

J. A. Conway of Vicksburg, Miss.: 
Restrictive indorsements, as we under- 
stand the term in our section of the 
country, is simply a warning to bankers 
in the interior to be careful and not to 
give out money over their counters, or 
to receive from any one any item for 
deposit or collection, unless they are 
thoroughly satisfied that it comes to 
them straight. In these days of the 
skillful raising of checks by expert for- 
gers, no ordinary examination can show 
whether the paper has been tampered 
with or not, and therefore the only 
safeguard is to refuse to accept any 
paper for collection without knowing 
about the previous indorsement.f 


—, 


+This question was not specifically answered, 
If the payee’s indorsement to the second indorser 
was in full or in blank, the second indorsement 
would be a guaranty of the genuineness of the 
payee’s indorsement, as the second indorser, by 
reason of the form of indorsementto him, is ap- 
parently, if not actually, the owner of the 
check. If, however, the payee’s indorsement 
is ‘for collection” then the form of indorsement 
carries notice that the second indorser is only an 
agent for collection, without any proprietary in- 
terest in the check, and the second indorsement 
is not a guaranty of genuineness, 


tThe following definition of a ‘Restrictive 
Indorsement” is given in the June, 1896, number 
of the BANKING LAW JourRNAL. ‘*Where the in- 
dorser uses the words ‘for collection,’ ‘for ac- 
count,’ ‘for my use,’ or other equivalent expres- 
sion indicating that the money is to be collected 
by the indorsee for the indorser, the indorse- 
ment igs restrictive and does not pass title to the 
indorsee, but creates him a mere agent with 
authority to collect; the property in the paper 
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H. J. Hollister of Grand Rapids, 
Mich. I should like to ask the question: 
When does the liability of the country 
bank cease, having sent its remittance, 
we will say, to New York? When does 


its liability as indorser cease—on the 
arrival of an acknowledgment, or thirty 
days hence, or when?§ 


R. L. Bennett, Yazoo City, Miss.: It 
seems to me that the discussion of this 





remains with the indorser, its further negotia- 
bility is restricted, and the indorsement itself is 
notice to this effect.” 

Recent decisions having demonstrated that 
where a bank collects, as agent, under a restrict- 
ive indorsement, it is not responsible for the 
genuineness of the paper collected, it becomes 
unsafe for a bank to whoma check bearing such 
an indorsement is presented for payment, to 
pay the same to such non-responsible agent bank 
unless satisfied that it is in all respects genuine 
or unless it obtains a responsible guaranty that 
in case the paper turns out to be forged, the 
amount will be reimbursed. These recent de- 
cisions are what have led to the adoption, by the 
New York and other clearing houses, of resolu- 
tions excluding paper bearing restrictive indorse- 
ments from the clearings, unless prior indorse- 
ments are guaranteed by the collecting bank. 
In Chicago, the clearing house resolution pro- 
vides for absolute exclusion, with no provision 
for guaranty. 


$If the country bank collects paper under a 
restrictive indorsement—i.e, paper which has 
been indorsed to it ‘‘for collection” —it isa mere 
agent and its own indorsement imports no lia- 
bility whatever for genuineness. While it holds 
the money collected, before remittance, it is 
under liability to refund, but from the moment 
it has remitted to its principal and parted with 
control of the funds, its liability is at an end, 
If, however, the country bank collects under an 
indorsement to it ‘‘in full,” its own indorsement 
being that of an apparent owner (whether really 
owner or not) is a guarantee of genuineness, 
and its liability extends for the full period of 
six years, or whatever period is prescribed by 
the statute of limitations of the state in which 
the bank is located, for actions to enforce 
breaches of contract of this character. 


THE BANKING LAW JOURNAL. 


question is useless unless you can effect 
some practical result. Therefore if some 
plan could be suggested whereby the 
clearing houses of the country should all 
be brought in line on this one propos- 
ition, such as the plan adopted by the 
New York Clearing House, it would 
settle the whole matter. I therefore 
move that this matter of restrictive in- 
dorsements be referred to the executive 
council with the request that they deal 
with it in their wisdom, and endeavor 
to obtain a uniform rule applicable in 
ali clearing houses alike. | 

The motion was seconded and car- 
ried. 


Payment of Depositor’s ‘Notes. 
The President: The next question ona 
the programme is “Payment of deposit- 
or’s notes. Discussion of practice in 
different states.’’* 


|About 36 of the clearing houses of the coun- 
try have adopted resolutions, following that of 
New York, excluding paper bearing restrictive 
indorsements from the clearings, unless all in- 
dorsements are guaranteed by the collecting 
bank. The majority of these resolutions are 
similar to that of New York, and tothis extent, 
uniformity has been attained. The resolutions 
are notall uniform, however. In Chicago, for 
example, the resolution provides for absolute 
exclusion of such paper, with no provision for 
guaranty, upon the theory that the guaranty of 
a bank, which isa mere agent, might be held 
not binding in law. In the BANKING Law JourR- 
NAL for February, June and July, 1896, all 
phases of this important subject are fully 
treated, 


*A check of a depositor on his bank, is a 
means of present payment; while the note of a 
depositor made payable at his bank, is a means 
of deferring the time of payment. The in- 
creasing extent to which depositors’ notes 
are used as instruments of deferred payment, 
makes desirable a uniformity of law, with re- 
spect to the duty of the bank as to making pay- 
ment. At present there is a wide conflict of 
law. In some states, as in New York and Penn- 
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John B, Ramsey of Baltimore, Md.: 
It is the custom in Baltimore to have 
notes presented before 12 o'clock, if 
possible, 

Alvah Trowbridge of New York: In 
New York the custom is universal among 
the banks that notes are presented in 
the morning, and before 12 o'clock. 
Generally the first messengers that go 
out after the opening of the bank take 
the notes, and they go the length and 
breadth of the city. I have never heard 
of a case where it was objected to that 
a bank certified the note of a depositor 
against his account, It is the custom 
of our bank todo so. We always con- 
sider that the presentation of the note 
is as much a demand upon the deposit- 
or’s money as the presentation of his 
check is, 

M. M. White of Cincinnati, Ohio: 
The question widely differs, perhaps, 
in every state. I think it is always the 
safest plan that, where a depositor de- 
sires his notes to be paid and charged 
to his account, he should put it in writ- 
ing, Otherwise I cannot see why a bank 
has the right to pay one of his notes 
when presented and charge his account 
with it. I think it is unwise for any 
bank to do so. A depositor puts his 





sylvania, the note is held the equivalent of a 
check, which the bank must pay if in funds; 
being liable to damage action for refusal. In 
other states, asin Illinois and Tennessee, the 
bank must not pay, unless expressly instructed 
so to do by its depositor. The note itself is not 
a sufficient order or authority to pay. In still 
other states, while the bank is not obliged to 
pay, and would not be liable to damage action 
forrefusal, it nevertheless may pay, without 
any express instructions to that effect, the note 
itself being a sufficient authority. In the re- 
maining states there has been no decision upon 
the duty or authority of the bank, and in view 
of the conflict of law elsewhere, there is no cer- 
tainty as to what the future rule may be. 
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money in the bank subject to his check 
or order.t+ 


Necessity of Uniform Laws. 

The President: The next question is, 
“Necessity of uniform laws governing 
commercial paper.” 

On motion this was referred to the 
executive council, 

The President: We will take up item 
No. 5 on the programme: “Is a bank 
check revocable before presentation for 
payment?’§ 

Are there any remarks upon this? If 
not, we will pass to the next, which is 
No. 6: ‘‘Warehouse receipts, as collat- 
eral. Risks in loaning upon them.” 


+Concerning the rule in Ohio, in Francis v, 
People’s Nat. Bank of Newark, Ohio, in the 
Licking County (Ohio) Court of Common Pleas, 
1895, Gill, J., instructed the jury that where a 
customer makes his note payable at the bank 
where he keeps his account, the bank is author- 
ized and has a right to pay the note when pre- 
sented to it for collection, out of the customer’s 
deposit, and charge the same as a credit in the 
account. 


t¢This is a comprehensive subject embracing 
all the various transactions with commercial 
paper which are governed by conflicting stat- 
utes and decisions. In the editor’s address be- 
fore the American Bankers’ Convention at Bal- 
timore in 1894, there is outlined some of the 
‘peculiarities and conflicts of statute and de- 
cision, that contribute to make our national 
law of commercial paper incongruous.” The 
situation presented of nearly 50 states, inde. 
pendently establishing rules of law governing 
commercial paper, often in antagonism, is unique 
in the history of the world, and the lack of uni- 
formity hampers and vexes all interstate deal- 
ings. Next toasound currency and banking 
system, nothing more important can engage the 
attention and efforts of the American Bankers’ 
Association than the procuring of uniform laws 
governing commercial paper, which is, in fact, 
the most important part of the currency system 
of a commercial people. 


§This is one of the subjects upon which the 
laws of the different states conflict. 





614 


Warehouse Receipts. 

Mr. Percy Thompson, the secretary 
of the American Warehousemen's Asso- 
ciation, desires to speak on this subject, 
and we will now hear him. 

Mr. Thompson stated that the Ameri- 
can Warehousemen’s Association was 
organized in 1891 by warehousemen rep- 
resenting those interests in seventeen 
cities, for the purpose of considering 
what could be done to better the ware- 
house interests and those dealing with 
them. The organization will admit to 
membership only those warehousemen 
whose reputation and financial standing 
is a guarantee of their responsibility, 
and the organization has received the 
indorsements of the following bodies: 

The Chicago Board of Trade. 

The St. Louis Merchants’ Exchange. 

The Kansas City Commercial Ciub. 

The Kansas City Clearing House As- 
sociation, 

The Cleveland Board of Trade, and 

The Philadelphia Board of Trade. 

In conclusion Mr. Thompson asked 
that the American Bankers’ Association 
give the organization its encouragement 
and present to it any suggestions which 
in its judgment would tend to the 
greater security and protection of ware- 
house receipts and the- property repre- 
sented by them. 

On motion the subject was referred to 
the executive council for its action. 

The President: I think the next ques- 
tion,“Uniformity of holiday laws,” might 
be referred to the executive council. 

On motion the subject was so referred 
to be reported upon at the next conven- 
tion. 

The President. ‘‘Equality in the tax- 
ation of bank stock” is the next subject 
on the programme, 

On motion this was also referred to 
the executive council, 


THE BANKING LAW JOURNAL. 


The next item: “Bank statements; can 
they be improved?” was passed. 

The President: ‘‘The partial payment 
of checks.”’ This is an important ques- 
tion, If aman has $2,500 to his credit 
and $4,000 in checks comes through the 
clearing house, the general practice is 
to pay the checks to the amount of the 
depositor’s balance. Now, is that right? 

C. S. Tvson, of Germantown, Pa.: I 
should like to have that question laid 
over for a few moments, because I think 
it is very important. 

Recourse of Bank against Account of 
Insolvent Customer. 

The. President: We will pass it by 
for the present. No. 11 is next. ‘‘Re- 
course of bank against account of anin- 
solvent customer.”’|| If we have a ma- 
turing obligation in sixty or ninety days 
and the bank fails, we do not feel at lib- 
erty to charge that off against them; 
but, if we have a demand loan, then we 
will avail ourselves of the right to do 
that immediately and before the bank, 





|The question whether, where the customer 
ofa bank fails, with a balance on deposit ac- 
count to his credit, and the bank holds his ob- 
ligation, not yet matured, the bank can pay the 
deposit balance with the unmatured note, is, 
like many other questions of commercial law, 
one of conflict between the different states. In 
some states the courts allow the bank to set off 
the unmatured note against its obligation on the 
deposit balance; in others the right of set-off is 
denied, and the bank must make full payment 
of the deposit, and take a dividend on the note. 
In the states where the right of set-off is denied, 
the banks frequently protect themselves by 
special agreement with the depositor, giving the 
bank the right to apply the deposit balance upon 
the unmatured paper, in the event the depositor 
becomes insolvent. 

This subject is closely allied to the subject of 
payment of depositors’ notes, and the confusion 
of law produced by independent, antagonistic 
state court decisions, invites unravelment by 
those interested in effecting simplicity and uni- 
formity. 
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in case it is a national bank, goes into 
the hands of a receiver. 

T. P. Day, of Pittsburg, Pa. Wouldn’t 
it be a question of law;whether you had 
a right to do that or not? 

The President: Notes sometimes that 
are taken in New York banks contain 
that express provision with a right to 
apply any balance of account or any re- 
mittance that may be received. 

Mr. Day: Before maturity? 

The President: Yes, sir. 

Mr. Day: Of course, if there was an 
agreement of that kind it would be legal, 

The President: Before a_ receiver 
takes charge of a national bank the 
United States is the owner of all the as- 
sets, and you cannot apply the balance. 
Also, if a firm in New York fails and 
makes an assignment, I question wheth- 
er the assignee would allow us, even 
upon the basis of a special agreement, 
to use up a portion of the assets, to ap— 
ply to the payment of our claim to the 
prejudice of other creditors, 

P. W. Huntington, of Columbus, 
Ohio: I think in sucha case it is piain 
that the bank makes itself a preferred 
creditor of the insolvent, and that is 
clearly illegal. 

George H. Prince, of St. Paul, Minn: 
In Minnesota the law provides that 
where a firm makes an assignment all 
its paper becomes due at that time, and 
it is the custom to charge any balance 
against any note held by the bank. 


Interest on Daily Balances. 

The President: The twelfth question 
will be passed, and we will take up No. 
13: ‘‘Is it good banking to pay interest on 
daily balances?” 

Mr. Huntington: That depends upon 
the location of the bank. Country 
bankers cannot afford to do so, because 
they have no opportunity to use their 
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money promptly on call loans. 

M. M. White of Cincinnati: I think 
the paying of interest by small banks 
to their depositors on certificates of de- 
posit is wrong. The contract is alto- 
gether against the bank. 

Mr. Bennett of Yazoo City, Miss.: I 
do not believe that the paying of inter- 
est on balances is good banking, but I 
would like to know whether banks in 
the large cities, like New York for in- 
stance,would favor a bank that has a de- 
posit with it, and which never has asked 
to have interest paid more than it would 
a bank 1n the country to which it had 
paid interest on its deposit. We have 
kept an account in New York and have 
never received a cent of interest, and 
have never asked any, because we 
thought that some time we might want 
to ask favors of the bank, 

The President: Is there any one who 
can answer that query? 

A. C. Anderson of St. Paul, Minn. ; I 
know one New York bank that does make 
a distinction between the accounts that 
they pay interest on and those that they 
do not pay interest on, 


Repeal of 10 Per Cent. Tax Undesir- 
able. 

The President: No, 14: ‘‘Is it desir- 
able to have a National Bankrupt law?” 
As there is no discussion we will pass to 
question 15: “Is it desirable to have the 
10 per cent, tax on State bank circulation 
repealed?” 

J. R. Mulvane of Topeka, Kan,: As 
a State banker I should say that it was 
not desirable to have it repealed. 

Mr. H. J. Hollister of Grand Rapids 
Mich.: I should be decidedly opposed 
to any repeal of the State Bank tax, 

The President: There seems to be a 
unanimity of opinion on this question, 
and we will pass te the next, No. 16: 
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Organization of National Banks with 
Small Capital. 


‘Should not the National Banking law 
permit the organization of banks of smal] 
Capital in small towns?” 

M. M. White, of Cincinnati, Ohio: In 
the president’s address two years ago, 
at Baltimore, he advocated the amend- 
ment of the National Bank act, so as to 
permit National banks to be organized 
with a capital of $25,000. The subject 
received but little encouragement in 
Baltimore; but I am in favor of the 
plan. 

I. E. Knisely, of Toledo, Ohio: Iam 
somewhat interested in this question, 
and I have always been met with the 
objection that if our State banks became 
National banks there was a prohibition 
in the National Banking law that would 
be against them, and that is that they 
could not loan money upon real estate. 
Now I do not believe that this amend- 
ment would result in the creation of 
many small banks in small towns. 

L. B. Kemp of Baltimore, Md.: In 
1893 I wasa bank examiner for the State 
of Maryland and the District of Cclumbia 
and, among other banks, there were a 
few with a capital of only fifty thousand 
dollars. These banks gave me more 
anxiety than all the other banks put 
together, Atatime of depression, when 
we wanted to stand close together, they 
were too far away from us to get that 
degree of helpfulness that comes from 
being close to your neighbor, and often- 
times the fear of what was coming, more 
than the realization of it, would so para- 
lyze them that they would be ready to 
throw up their hands before there was 
any necessity for it. 

W. S. Witham, of Georgia: I have 
the pleasure to represent some small 
banks myself, and as to the record of 
banks with small capital, | want to say 
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that since the day Gen. Lee and Gen. 
Grant stood under the apple tree at Ap- 
pomattox there hasn’t been a failure of a 
country bank in the State of Georgia. 
Occasionally a young man writes his 
name over a grocery store and calls it a 
bank and starts with a few dollars made 
by the sweat of some other man’s brow. 
This is the sort of private banking insti- 
tution that goes under. But you take 
a chartered bank, a country bank, with 
a board of directors, and with a mod- 
est capital of $25,000, and it is the 
safest bank we have in the country, be- 
cause it is in an isolated community, 
where you can control all the depositors, 
and if a man comes and wants his money 
you can teli him to just go home, that 
you will attend to it for him. There is 
no excuse for becoming a national bank 
except for the safety of the system, and 
I have no hesitation in saying that al- 
though among the twenty banks that I 
am connected with, there is not one na- 
tional bank, I wish I had as good a 
system as the national bank system, 
which is the best we have ever known. 
As to loaning on real estate, the country 
bank does not loan out on real estate, 
if the young man who runs it has been 
trained to his business. 


Should Not Exchange be Charged on 
all items that Cost to Collect? 


The President: We will now refer 
back to question 12, which we passed. 

F, W. Gookin, Chicago, Ill.—There 
are few questions which the bankers of 
the United States have to meet in the 
daily conduct of their business which 
are more perplexing than those arising 
from the extensive use of local checks in 
making payments ata distance, and the 
growing practice on the part of the 
banks of handling them without remun- 
eration and often without charge. We 
are all of us familiar with the evil and 
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the burden which it entails. Yet I 
doubt whether we all realize how se- 
riously it is cutting into the legitimate 
profits of our business. Strange as it 
may seem, and notwithstanding the 
inability of any one to consider how 
unanimity of action can be brought 
about, many able bankers still hold to 
the view that all we need to do is for 
each one of us to make a proper charge 
upon all foreign items handled. Sucha 
beautifully simple solution of the diffi- 
culty has about as much practical value 
as the stock receipt for holding profes- 
sional politicians in check, that all the 
good and true men in the country should 
attend the primaries and act in concert, 
and is like it in that the plainest teach- 
ings of experience are ignored. How 
happy we should all be if competition 
should be gotten rid of so easily. But 
even if it were desirable that we should 
get rid of it—which I doubt— it is idle 
to waste even a moment’s thoughts upon 
the possibility, since competition is as 
inevitable a concomitant of banking as 
of any other line of business. 

In considering the question of a rem- 
edy there are three things which should 
be kept clearly in mind. These are, first, 
that the problem is not everywhere 
throughout the land an identical one in 
all respects, but varies in each town ac- 
cording to its geographical position and 
commercial importance. For country 
banks it has a somewhat different aspect 
from that which it presents to banks lo- 
cated in our leading cities. Second, that 
it is intimately connected with the cus— 
tom which prevails quite generally in the 
interior cities of taking domestic ex- 
change from and furnishing it to cus- 
tomers at par, irrespective of the market 
rate. Third, that in nearly every one of 
our cities, the banks have to meet not 
merely local competition, but to some 
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extent the competition of banks in other 
cities also. No remedy which fails to 
take all three of these factors into ac- 
count can possibly achieve the desired 
result. 

The subject is one to which I have 
given considerable thought, and about 
a month agolI sent out a circular letter 
to the banks in the larger cities of the 
country, inviting an interchange of 
views and advocating as a remedy that 
all domestic exchange transactions of 
whatever kind and with all classes of 
customers without exception be made 
at the current market rate, plus or 
minus, according to the nature of the 
transaction, a small commission for the 
bank performing the service, This I 
believe to be the only equitable and 
scientific basis for such transactions, 
and so far as I have been able to learn, 
it is the one followed in every country 
in the world except the United States. 

To the idea so often advanced that 
the solution of the problem lies in the 
formation of some sort of a clearing 
house for country checks in each of 
the reserve cities, I may say that aside 
from the fact that any such plan pre- 
sents what seems to me the practically 
insuperable difficulty that it does not 
and cannot get rid of the cost of ex- 
change—the actual expense incident to 
the transmission of funds—there is the 
further objection that it would be man- 
ifestly against the interest of the coun- 
try banks to join in making it operative. 
Some of them, it is true, are pursuing 
the cut throat policy of trying to beat 
their neighbors by taking all foreign 
items at par and collecting them as best 
they can; but with these exceptions 
country banks joining such a clearing 
house would lose more than they could 
possibly gain by so doing. In Novem- 
ber last a special committee of the New 
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York State Bankers’ Association, ap- 
pointed to devise a plan for clearing 
country checks, addressed letters to 400 
country banks throughout the state. 
While the replies showed many differ- 
ences of opinion, as was to be expected, 
it is significant that out of the 224 
answers received only forty-five banks 
expressed themselves as willing to waive 
exchange on local banks in order to fa- 
cilitate the establishment of such a 
clearing house, and I am informed that 
the committee were unable to agree 
upon any plan. 

Hitherto all practical measures of re- 
lief have taken the form of agreements 
between banks in various cities, estab- 
lishing a fixed scale of charges to be 
collected in advance. In spite of the fact 
that many such agreements are now in 
apparently successful operation—nota— 
bly in St. Louis, Kansas City and Omaha 
—I am not satisfied that they afford 
a complete or a permanent solution of 
the problem. It is indeed too much to 
say that they tend to put a premium on 
dishonesty. No matter what penalty be 
prescribed, secret concessions can al-— 
ways be made with but little danger of 
detection, and sooner or later some of 
the parties to the compact are sure to 
use it as a means by which they can cut 
into the business of those who conscien- 
tiously stand on their pledge, while few 
of them can be depended upon not to 
yield to the demands of large depositors 
who feel their accounts entitle them to 
special favors. As I stated in the circu- 
lar letter previously referred to, any 
agreement to maintain an arbitrary 
scale of charges is naturally looked upon 
by the business community as a high- 
handed proceeding, and in these days 
of cut rates and secret concessions, few 
merchants who are compelled to pay 
what is demanded can be made to be- 
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lieve that all their competitors are ac- 
corded similar treatment. In fact one 
of the chief obstacles in the way of ref- 
ormation arises from the ability of large 
wholesale houses to arrange with their 
banks to have all country checks re- 
ceived by them credited at par, in con- 
sideration of the size of the balances 
they carry—although I am convinced 
that the accounts are often made un- 
profitable in consequence, and that the 
banks could, as arule, better afford to 
pay a reasonable rate of interest instead, 
There is then no incentive for the whole- 
sale houses to oppose the extension of 
the practice of sending out country 
checks, and if they take checks on small 
interior points without objection, all of 
their competitors are compelled to do 
likewise. In this connection I desire to 
say that most of the existing clearing 
house agreements seem to me to be 
inadequate and inequitable, in that 
they provide that city depositors shall 
be charged on all out of town items, 
while from banks and bankers whose 
accounts are much less desirable, being 
on an interest basis, and subject to 
greater fluctuations, many such items 
are taken at par, thus indirectly dis- 
criminating against the city depositors, 
in favor of the customers of banks in 
other towns. 

To the extent to which agreements to 
charge definite rates can be made to 
work I regard them as marking an im- 
provement over the condition of open 
competition which prevails in most of 
our cities; but conceding, for the sake 
of argument, that such agreements fur- 
nish the best and most practical solution 
of the difficulty, I do not think it would 
be possible to get the banks in some of 
the larger cities, such as New York, Bos- 
ton, Philadelphia, Baltimore and Chi- 
cago, toform them, for they recognize 





PRACTICAL BANKING QUESTIONS. 


that while such agreements may work 
well in towns where the parties to them 
are few in number and can easily be 
watched,there is no likelihood that such 
would prove true in the wider field. Ex- 
perience has shown over and over again 
that whatever be the ferm, a voluntary 
agreement is sure to break down in the 
course of time, if any of the parties to 
it gain an advantage over their fellows 
by violating its provisions. I believe, 
gentlemen, that I echo the views of 
every one here when I say that I would 
not hesitate to trust any one of you with 
large sums of money without taking re- 
ceipts therefor, feeling perfectly sure 
that they would be properly credited 
and honestly and faithfully accounted 
for; yet, nevertheless, there are very 
few among you whom I would trust out 
of my sight to maintain the inflexibility 
of an agreement to charge uniform rates, 
In my opinion the problem under con- 
sideration cannot be solved by anv tran- 
sient expedient. Wecan only hope to 
solve it by putting in practice some 
plan from which it will be manifestly 
against the interest of any bank to de- 
part. That it may be depended upon 
to endure under any and all circum- 
stances, and have no tendency to break 
down of its own weight, seems to me to 
constitute the strength of the plan which 
I have ventured to propose. It is sim- 
ply working with and not against the 
natural law of exchange. And here let 
me say, for the information of those who 
may not be familiar with the way this 
operates in the large cities, that in 
Chicago all exchange transactions be- 
tween banks are negotiated by a broker 
who makes the rounds of all the leading 
institutions at least twice daily; and 
that the most delicate thermometer does 
not respond more quickly to changes in 
temperature than does the price of ex- 


619 


change reflect the slightest difference in 
the relation of the supply to the de- 
mand, 

Should the banks in all the larger 
cities adopt the principle of making all 
domestic exchange transactions at the 
current market rate, the effects would, I 
think, be more far-reaching than is ap- 
parent at first glance. The _ replies 
which I have as yet received to my cir- 
cular are not sufficiently numerous to 
afford a basis for any general conclu- 
sions, but while nearly all of them are 
favorable to my main contention, some 
of the writers seem to think that the 
stress of competition would cause banks 
to depart from the rule and offer to deal 
with their customers at par. Let us 
consider how it would work out in prac- 
tice, should any bank fancy it could 
gain an advantage by so doing. I ask 
you to bear in mind, however, that the 
plan provides that the buying and sell- 
ing rates for exchange on the leading 
cities shall be kept conspicuously posted 
during business hours in all banking 
offices. Is it reasonable to suppose that 
the customers of a bank would attempt 
to run counter to the current,and would 
buy exchange from it at par when they 
could obtain it at a discount elsewhere, 
or that they would deposit at par when 
they could easily obtain a premium for 
itelsewhere? On the other hand, is it 
likely that they would hesitate to deposit 
exchange at par when quoted at a dis- 
count, or to buy freely when quoted at 
a premium? I believe if you will take 
the trouble to consider the matter care- 
fully, you will find that if the principle 
advocated were once adopted it would 
impose its own penalty upon its viola— 
tors, and I believe that this penalty 
would prove to be of efficacious severity, 
To the objections made by bankers in 
some of our cities that market rates for 
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exchange are unknown, I answer that 
they would come into existence with the 
adoption of the proposed plan. This,of 
course, would apply only to exchange 
upon leading cities, for itis obvious that 
there can be no market rate for exchange 
on towns to which checks have to be 
forwarded for collection and returns. 
Par lists, however, would necessarily be 
abolished, and with them the chief in- 
centive to the unbusinesslike practice of 
collecting country checks without charge 
disappear. There can be no doubt that 
one of the chief features in bringing 
about their extensive circulation has 
been the erroneous notion that the inter- 
change of favors upon a reciprocal basis 
is a mutual benefit to both parties. It 
would be nearer the truth to say that it 
is in fact a mutual detriment. 

How far the establishment of the pro- 
posed custom would operate to discour- 
age the use of country checks it is im- 
possible to foresee. That it would have 
that effect to a large extent I have little 
doubt, and I am quite certain of it if 
the country banks should also adopt the 
plan of a sliding scale of rates depend- 
ing upon the cost of exchange to them 
as determined by the currency move- 
ment. Independent of their action, 
however, the consistent course for the 
city banks to adopt in dealing with out- 
of-town items would be the one I sug- 
gested in my circular letter, viz., credit 
them to their customers at par and then 
keep an account with each of the cost of 
collecting, including interest and _ inci- 
dental, and charge them on the first of 
each month, or other stated period,with 
the total expense incurred on items 
lodged during the preceding month. 
Although this plan would involve more 
bookkeeping than to collect an arbitrary 
fixed charge in advance on all items de- 
posited, it would be much fairer to the 
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customers and much less likely to incur 
their opposition. This, however, is a 
matter of detail and may safely be left 
for each bank to work out in its own 
way. ForlI trust it will be perceived 
that what I advocate is not the forma— 
tion of an agreement, which must be 
maintained by force, but the establish- 
ment of a custom which, when once in 
practice, will maintain itself under any 
and all circumstances. To work per- 
fectly, however, the plan would have to 
be adopted in all of the large reserve 
cities, and certainly in those which come 
into direct competition with each other 
in bidding for country bank accounts. 
It will not work satisfactorily if tried in 
a partial way only, or if exceptions be 
made between city depositors and banks 
and bankers. The time at my disposal 
does not permit the following out of the 
idea further at this time, and I can only 
say in conclusion that unless something 
isdone to counteract the present ten- 
dencies the entire cost of furnishing ex- 
change will ultimately be saddled upon 
the banks instead of being borne by 
those who require the service. I donot 
underrate the difficulty of securing 
united action on any issue by the banks 
of the different cities,or in the country at 
large, but so far as this question is con- 
cerned, I may quote the words of Ben- 
jamin Franklin, when he said to his com- 
patriots during the Revolutionary war: 
“If we do not hang together, we shall 
all hang separately,” 

Mr. Witham of Georgia: Down our 
way we charge everybody for every- 
thing. That is the only way to do, and 
when our customers know it they will 
pay it willingly. 

M. M. White of Cincinnati: I think 
we should be independent in this mat- 
ter and carry on our business fora profit 
if we can, and if a customer’s account is 





PRACTICAL BANKING QUESTIONS. 


a losing one we cannot afford to collect 
his country checks for nothing. Weare 
not in business for our health or for our 
pleasure. 

J. K. Ottley of Atlanta, Ga.: In our 
clearing house we entered into an agree- 
ment to charge uniform rates for col- 
lecting. Our charge on each check up 
to $75 is 10 cents, and on $100 it is 25 
cents. On all items that run over $500 
we collect them at one-eighth. 

W. S. Woods of Kansas City: Our 
practice is this: If a man deposits a 
check with you for $100 that will only 
net you $99.75, we credit him with 
$99.75. We entered into a compact out 
there and the banks have lived up to it, 
and some of our banks who in times 
past were doing a great deal of work for 
little money are now getting a good deal 
of profit out of it. We charge for the 
collection of all outside checks. 

The President: We will now go on to 
No. 17 on the programme. ‘‘Ought 
there to be legislation to prevent ‘ki- 
ting?’”’ 

Joseph C, Hendrix: Mr. Wilson A, 
Shaw of Pittsburg wished this question 
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placed on the programme, but owing to 
ill-health he has been prevented from 
attendance here Perhaps there are 
some who would like to discuss it. 

The President: Is there any discus— 
sion of the question? 

T. P. Day of Pittsburg: I move that 
the subject be referred to the executive 
council for such action as they may deem 
proper. 

The motion was seconded and car- 
ried. 


Protection of Bankers’ Drafts. 


The President: No. 18, ‘‘What is the 
best method to safeguard bankers’ 
drafts from forgery and alteration?” 

Mr. Hendrix: The Protective Com- 
mittee in its reports yesterday recom- 
mended the appointment by this con- 
vention of a commission to be composed 
of five bankers, who shall be appointed 
by the president, to consider this whole 
question. If it is the pleasure of the 
convention I would move that the pres- 
ident be authorized to appoint a com- 
mittee for that purpose. 

The motion was seconded and carried, 


A FINANCIAL PLAN, 


Capt. R. J. Lowry, President of the Ameri- 
can Bankers’ Association, has madea statement 
expressing the following views upon the finan- 
cial question: 

“It is my opinion, as a long and careful study 
of the financial question, that all classes of peo- 
ple will be greatly benefitted when a basis is 
fixed, and I am of the opinion, further, that the 
basis must be gold. It is the only metal known 
whose peculiar properties alone make it suitable 
for a unit of value for settlement of differences 
in barter between individuals and nations. It is 
stable in value, indestructible, and portable. 
After the basis is fixed, some further legislation 
is necessary, 

The first thing that should be done looking to 
a proper adjustment of these questions is, in my 
opinion, for the government to issue a low in- 


terest-bearing bond of 2% percent. and compel 
the national banks to buy these bonds tothe full 
extent of their capital. These banks should 
then be allowed to issue circulating bills, to par 
of their bonds, the government charging only 
actual expenses of printing, paper, etc., and of 
administering the office of comptroller of the 
currency. All banks should then be under the 
same governmental supervision as exists under 
the present system. 

This would not only place the government in 
position to callin large amounts of now out- 
standing bonds, bearing a greater rate of inter- 
est, but by issuing large amounts of currency 
by national banks, our circulating medium 
would be greatly increased. The government 
could then call in and cancel the bills known as 
greenbacks and thereby cease to do a banking 
business,” 
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THE NEW YORK CLEARING HOUSE. 


Annual Meeting and Election of Officers. 


The forty-third annual meeting of the New 
York Clearing-House Association was held in 
the Association's new building, on the afternoon 
of October 6th. William A. Nash, president of 
the association, presided, and William H. Por- 
ter officiated as secretary. 

After roll call and reading and approval of 
the minutes of the last meeting, the report of 
the clearing-house committee was read by E. 
H. Perkins, Jr., chairman, and placed on file, 
and a resolution recommended by the committee 
making the appropriations for the next year’s 
expenses, was adopted. The report was main- 
ly an abstract of the statistics of the year, pre- 
pared by the manager, William Sherer. 

The following officers were elected for the 
ensuing year: 

President, J. Edward Simmons, President of 
the Fourth National Bank; Secretary, Stuart G. 
Nelson, Vice-President of the Seaboard Nation- 
al Bank. 

Clearing-house committee—Henry W. Can- 
non, President, Chase National Bank; James 
T. Woodward, President Hanover National 
Bank; A. B. Hepburn, President Third Nation- 
al Bank; *Frederick D, Tappen, President Gal. 
latin National Bank; *Robert M. Gallaway, 
President Merchants’ National Bank, 

Conference committee— Dumont Clarke, Pres- 
ident American Exchange National Bank; 
Thomas L. James, President Lincoln National 
Bank; George M. Hard, President Chatham 
National Bank; Clinton W. Starkey, President 
Oriental Bank; *Edward E. Poor, President 
National Park Bank, 

Nominating committee—A. S. Frissell, Presi- 
dent Fifth Avenue Bank; Richard Kelly, Presi- 
dent Fifth National Bank; F. M. Harris, Presi- 
dent Nassau Bank; *Richard Hamilton, Presi- 
dent Bowery Bank; *Scott Foster, President 
People’s Bank. 

In accordance with the rules, only two mem- 
bers of each committee are elected each year. 
The names of the new members are prefixed by 
an asterisk. 

President Simmons announced the appoint- 
ment of the following committees: 

On admissions—William H. Perkins, Presi- 
dent Bank of America; A. Trowbridge, cashier 
Bank of North America; *E, S. Mason, Presi- 
dent Bank of New York, N. B. A.; *Joseph C, 


Hendrix, President National Union Bank; *H, 
Rocholl, President German-American Bank. 

Arbitration committee—Stephen Baker, Presi- 
dent of the Manhattan Company; Charles H, 
Fancher, President Irving National Bank: Ed- 
ward C. Schaefer, President Germania Bank; 
*G. G. Brinckerhoff, President National Butch- 
ers’ and Drovers’ Bank; *H. P. Brundrett, 
President Pacific Bank. 

The final report of the special building com- 
mittee was made by its chairman, Frederic D. 
Tappen. The total cost of the new building and 
site was $1,100,000. 

Following is an extract from the manager's 
annual report, which was presented in the clear- 
ing house committee’s report: 


Clearing-house transactions for the year: 
NI. ceciwicswosencnceus $29,350,894,883 87 
DG cehaned Saibiadweaee 1,843,289,238 66 


Total transactions $31,194,184,122 53 
Average daily transactions: 
Exchanges 


Balances 


$96,232,442 24 
6,043,571 27 
$102,276,013 51 
Total transactions since organization of clearing 
house (43 years): 
IIR cexwetenscaced $1, 102,864,012,832 18 
Balances 51,306,942,821 49 


$1,154,170,955,653 67 


The following amendment to the constitution 
was adopted: 


‘“*Resolved: That on and after the sixth day 
of October, 1896, all checks, drafts, bills of ex- 
change, and other items sent through the ex- 
changes by members of this association, shall 
bear stamped or written receipt, in the follow- 
ing form: 

Received Payment 
Through New York Clearing House, 
(date) 

Name of Bank (and No. if desired)” 


Frederick D. Tappen offered an amendment 
providing that the annual dues to be paid by 
non-members of the association for the privi- 
lege of clearing through members, be increased 
from $250 to $500. It was laid over under the 
rules until the next meeting of the association. 

On motion of A. B. Hepburn, President of the 
Third National Bank, the clearing-house com- 
mittee was authorized to procure portraits of 
former presidents of the association. There 
have been fifteen presidents in forty-three years, 
of whom only five are alive. 
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BANKING LAW. 


quis department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences they disclose are likewise worthy thecareful attention and study of the merchant, 


he depositor, and the bank student seeking advancement. 


herein, will be furnished on application. 


Further information regarding any case published 


SET-OFF BY DEPOSITOR. 
DEPOSIT IN INSOLVENT BANK—DEPOSITOR’S RIGHT TO HAVE SAME APPLIED TOWARDS 
PAYMENT OF HIS UNMATURED NOTE HELD BY BANK’S RECEIVER. 
Clute v. Warner, receiver, New York supreme court, Third Dept. July Term, 1896. 


Where a bank fails, owing money on deposit balance to a customer and holding an unmatured 
note on which the customer is primarily liable, the customer has the right to elect to have the 
note declared dueand to have the amount on deposit to his credit applied towards its payment. 


Action by John A. Clute against John 
W. Warner, receiver of the First Na- 
tional Bank of Watkins, N. Y. 

On January 18, 1894, W. W. & S. G. 
Clute, made their note, payable in nine- 
ty days, to the First National Bank of 
Watkins, N. Y., for the accommodation 
of John A, Clute, the plaintiff, and de- 
livered the note to John A,, who pro- 
cured its discount by the bank, and the 
proceeds were placed to his credit. 

On January 31, 1894, the First Na- 
tional Bank of Watkins pledged this 
note, with others, as collateral for the 
payment of their own note, for $5,000, 
two months,to the Third National Bank, 
New York. 

On February 24, 1894, a receiver was 
appointed of the First National Bank of 
Watkins, at which time there was on de- 
posit with it, to the credit of John A. 
Clute, $1, 381.16. 

Before the commencement of this ac- 
tion, the Watkins bank note to the 
Third National, New York, had been 
paid and the Clute note had been re- 
turned to the receiver of the Watkins 
bank. 

The plaintiff seeks to have the deposit 
to his credit in the First National Bank 
of Watkins set-off against the amount 
remaining due on the Clute note, al- 
though the same had not matured at 


the time of the bank’s insolvency, 

Held: The set-off should be allowed, 
By transferring the note in question to 
the Third National Bank of New York, 
as collateral to its own note, the Wat— 
kins National Bank did not cease to be 
the owner thereof, and was such owner 
at the time it became insolvent and the 
receiver was appointed. The plaintiff 
was primarily liable to the Watkins Na- 
tional Bank upon the note made by W, 
W. Clute and Smith G. Clute for his 
benefit. While that note was not due 
when the bank became insolvent, and 
its collection could not be enforced be- 
fore maturity, the plaintiff had the right 
to waive the additional time and elect 
to have it become due at that time, and 
to make payment thereof by applying 
the amount of his money in the posses- 
sion of the bank to such payment. There 
is under such circumstances an equit- 
able right to offset one claim against the 
other. Fera v. Wickham, 135 N. Y. 
223; Hughitt v. Hayes, 136 N. Y. 163; 
Scott v. Armstrong. 146 U. S. 499. 

The cases last referred to contain a 
very thorough discussion of the princi- 
ples involved, and under circumstances 
similar to those in this case, together 
with a review of previous cases, and it 
is useless to attempt a restatement 
here 
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PAYMENT BY CHECK. 


TAKING UP DRAFT BY CHECK—ACCEPTANCE OR PAYMENT. 


Equitable Nat. Bank v. Griffen & Skelley Co. Supreme Court of California, August 11, 1896. 

Clark & Co., of Cincinnati, sold goods to Griffen & Skelley Co., of San Francisco, and made 
a draft on them for the amount, payable to the Equitable National Bank of Cincinnati, which paid 
the money to Clark & Co. The Equitable Bank torwarded the draft to its agent at San Francisco, 
by whom it was presented to G. & S. Co. and paid by their check, the draft being surrendered, 


marked ‘‘paid” at request of the latter. 


_ Before the check was paid, Clark & Co. failed (presumably owing money to G. & S. Co. on 
otlfer account) and G. & S. Co., after tendering back the draft and requesting and being refused 


return of their check, stopped its payment. 


In an action by the Equitable Bank against G. & S. Co. on their check, the latter contended 
that their check was a mere acceptance of the draft, which they were entitled to recall, but 

Held, the giving of the check under the circumstances constituted a payment of the draft, 
which the G. & S. Co. could not recall, and they were therefore liable on their check to the Equit- 


able National Bank. 


Action by the Equitable National 
Bank of Cincinnati against the Griffen 
& Skelley Company, on a check given 
by the latter to the former, payment of 
which had been stopped. Judgment 
for plaintiff, affirmed on appeai. 

Temple, J. This appeal is by the 
defendant, a corporation, from the 
judgment and from an order denying a 
new trial. It is conceded that the facts 
are fully stated in the findings. From 
the findings it appears that the appel- 
Jants had dealings with A. R. Clark & 
Co., of Cincinnati, Ohio. They bought 
and sold goods to and from each other. 
It was the understanding and agree- 
ment between them that each firm 
should draw upon the other as ship- 
ments were made. Bills drawn by de- 
fendant upon A. R. Clark & Co. were 
drawn payable 60 days after acceptance, 
but those drawn by A. R. Clark & Co. 
upon defendant were payable at sight, 
less 1% per cent, for cash. 

December 8, 1892, A. R. Clark & Co. 
sold and shipped to defendant goods to 
the amount of $617.50, and thereupon 
mailed the bill to the defendant, and 
also, in pursuance of the previous agree- 
ment, drew a bill of exchange on the 


defendant, payable at sight to plaintiff, 
for the amount of the goods shipped. 
The billof exchange was delivered to 
plaintiff, which thereupon paid the 
amount to A. R, Clark & Co. 

The bill was then sent to plaintiff's 
agent in San Francisco for collection, 
being received there December 13, 
1892, and on the same day was present- 
ed to the defendant for payment. De- 
fendant’s manager on the same day 
called at the office of Wells, Fargo & 
Co., which was plaintiff's agent, and 
gave its check on the Crocker-Wool- 
worth Bank forthe amount. The clerk 
having the bill of exchange not being 
then at the office, the bil] was sent by 
Wells, Fargo & Co, to defendant that 
evening by mail, as requested by de- 
fendant. Pursuant to that request, the 
bill of exchange was marked ‘‘Paid.” 
It was received by the defendant on the 
following morning. 

Some time after its reception, but on 
the same day, defendant learned that 
A. R. Clark & Co. had become insol- 
vent. Then defendant sent to plaintiff's 
agent, offered to restore the bill of ex- 
change, and demanded the return to it 
of the check on the Crocker- Woolworth 
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Bank, which had not then been paid. 
This Wells, Fargo & Co, refused to do, 
and then defendant requested the bank 
to refuse payment of the check, which 
it did. 

Plaintiff then demanded payment 
from defendant, and, payment having 
been refused, this action was commenc- 
ed upon the check. 

Appellant contends that at the time 
the return of the check was demand- 
ed, the check given by it may be re- 
garded as an acceptance, and that as 
the plaintiff still held it, and its position 
had been in no way changed by reason 
of the act of defendant, it was entitled 
to recall the acceptance under the rule 
laid down in section 3198 Civ. Code.* 

But the position of plaintiff has been 
changed by thetransaction. The check 





*(Section 3198. The acceptor of a bill of exchange 
may cancel his acceptance at any time before deliver- 
ing the bill to the holder, and before the holder has, 
with the consent of the acceptor, transferred his title 
to another person who has given value for it upon the 
faith of such acceptance) 
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given by the defendant would not have 
constituted payment unless it had been 
so understood. Defendant delivered 
the check with express directions that 
the drafton A. R. Clark & Co. should 
be marked ‘Paid’ and sent to it, and 
these terms were acceded to, and the 
draft was so marked and surrendered 
to defendant. This shows a distinct 
understanding by both parties that the 
bill of exchange had been paid. Sup- 
pose afterwards, but before the check 
was paid, defendant had become insol- 
vent; could not A. R. Clark & Co, have 
contended that the bill of exchange had 
been paid? 

The authorities seem to be uniform 
that, under such circumstances, the 
money paid cannot be recovered by the 
drawee. Bank v. Burkham, 32 Mich., 
328; Hoffman v, Bank, 12 Wall., 181; 
Ft. Dearborn Nat. Bank v. Carter, Rice 
& Co., 152 Mass., 34. 

It follows that the judgment must be 
affirmed. 


TAXATION OF FOREIGN SAVINGS BANKS. 


CONNECTICUT SAVINGS BANKS-—SHARES 
DEDUCT 


Supreme Court, Special Term, N. Y. County, May, 1896 


People ex rel. Bridgeport Sav. Bank v. Barker et al. 


OF NEW 


YORK BANKS OWEND BY—RIGHT TO 


INDEBTEDNESS TO DEPOSITORS, 


In Connecticut the relation between a savings bank and its depositors is that of debtor and 
creditor, and therefore, in assessing for taxation shares of bank stock owned by a Connecticut 
savings bank in New York, the savings bank may set-off against the value of such shares the 


amount of its liability to its depositors. 


Certiorari by the Bridgeport Savings 
Bank to review the determination of 
Edward P. Barker and others, as com— 
missioners of taxes and assessments, as 
sessing relator’s personal property for 
taxation, 

The relator, a savings bank incorpo- 
rated and transacting business in Con- 
necticut, was a shareholder in certain 
banks located in the City of New York, 
and had been assessed by the respond- 


ent’s for taxation in respect to such 


stock. It applied to cancel the assess— 
ment, on the ground that the deductions 
and exemptions allowed by left 
nothing to be assessed. Among the 
deductions so claimed was the liability 
of the bank to its depositors. The 
respondents refused to allow this asa 
debt within the meaning of the statute, 
and declined to grant the relief asked 
for. 


law 
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The sole question presented for de- 
termination was whether, under the 
laws of the State of Connecticut, the 
relation between a savings bank and 
its depositors is that of debtor and 
creditor. 

The court held that in New York 
State the question is no longer in doubt. 
In People v. Mechanics and Traders’ 
Sav. Instn., 92 N. Y., 7, it is decided 
that the relation is that of debtor and 
creditor. 

Respondents contended however that 
the question had been otherwise deter- 
mined in Connecticut, and referred to 
the statutes of that state regarding such 
banks, and the following Connecticut 
decisions: Sav. Bank of New London v. 
Town of New London, 20 Conn, 
Coite v. Society, 32 Conn. 173; Greene 
v. Mfg. Co., 52 Conn., 330; Price v. 
Society, 64 Conn, 362. 

The court reviews the Connecticut 
statutes and decisions, and while it finds 
that the Connecticut cases recognize a 
trust relation which exists between the 
bank on the one hand and the deposit- 
ors for the time being, as aclass, on the 
other, it is also shown that there co- 


ony Bs 
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exists the individual relation between 
each depositor and the bank, of debtor 
and creditor. 

This double aspect, so to speak, of 
the relation between a savings bank and 
its depositors, the court says, is appar- 
ently recognized in cases both in New 
York state and in the state of Connecti- 
cut, 


The court concludes: 


“I find nothing in the authorities 
cited from the Connecticut reports 
which forbids a construction similar to 
that which has been adopted in this 
State in the case of People v. Mechanics 
& Traders’ Sav. Inst, Conceding a re- 
lation of trust and confidence between a 
bank or its trustees and a depositor, the 
primary relation is still, I think, as 
Judge Andrews (in People v. Mechan- 
ics’ etc. Inst.) has defined it to be in this 
State, that of debtor and creditor. It 
foliows, therefore, that the respondents 
erred in not allowing a deduction of the 
deposits from the assets of the relator, 
and for that reason the assessment in 
question should be vacated and set 
aside.” 


NOTES OF RECENT BANKING CASES. 


CALIFORNIA, 

Insolvent National Banks—Rights of 
Agent Succeeding Receiver, The Cali- 
fornia National Bank having failed, a 
receiver was appointed, who was there— 
after succeeded by an agent under the 
provision of the act of Congress (27 
Stat. 345 c. 360, § 3) which authorizes 
the election of an agent by the stock- 
holders when allindebtedness to outside 
creditors has been paid. When the 
agent took charge, one of the sharehold- 
ers, who had previously sued the direc- 


tors on behalf of the bank to recover 
moneys alleged to have been lost by 
their mismanagement, had collected 
$27,500 under judgments against such 
directors. This amount he refused to 
turn over to the agent, 

Held: 1. The agent stands in place of 
the receiver and is a quasi-public officer 
of the United States, Having present- 
ed his commission from the comptroller 
reciting his appointment and the regu- 
larity of the proceedings attending it, 
the question of the regularity of his ap- 
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pointment is not one to be raised upon 
collateral attack in this action. 

2. While the shareholder who sues on 
behalf of the corporation is entitled to 
conduct, manage and control the litiga- 
tion until a final determination thereof, 
yet where the end of the litigation is 
reached, the agent is entitled to have 
the proceeds of it, after reasonable de- 
duction for costs, disbursements and at- 
torneys’ fees, paid over to him.—Chet- 
wood v. California Nat. Bank, California 
supreme court, Aug. 7, 1896. 


Mortgage Note—Rate of Interest—Com- 
pounding. A promissory note, secured 
by mortgage, contained the following 
interest clause, 

‘‘With interest from date at the rate of lo per 
cent, per annum provided this note is paid at 
maturity; but, if not paid at maturity, then it 
shall bear interest at the rate of 12 per 
cent. per annum from its date until paid, and 
if the interest is not paid at the end of one year 
from date, it shall become a part of the princi- 
pal and beartwelve per cent. interest per an- 
num,” 

Held: In California the rate of inter- 
est agreed upon in writing must be al- 
lowed according to the terms of the 
agreement until the entry of judgment, 
and it is competent for the parties to 
agree upon an increased rate, contin- 
gent upon non-payment of either prin- 
cipal or interest when due. 

Further, held, the right to compound 
interest must find support in the terms 
employed by the parties, and the stipu- 
lation in this note authorized the com- 
pounding only of the interest accruing 
at the end of the first year, but not af- 
terwards.—Finger v. McCaughey, su- 
preme court of California, August 18, 
1896, 


GEORGIA. 
Note Payable to Cashier—What Bank 
must Show to Recover—Extent that Notar- 
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tal Certificate is Evidence, In an action 
by a New York bank against the indor- 
sers of a promissory note, indorsed to 
the bank as follows: ‘‘Pay to the order 
of W. J. Quinlan, Jr., Cashier,” the fol- 
lowing points are decided: 

1. An action upona negotiable prom- 
issory note payable to order, the title to 
which, by appropriate indorsement, has 
become vested in a named person as 
cashier, may be maintained by a bank 
of which this person was in fact cashier 
when the indorsement was made. The 
declaration in such a case ought to con- 
tain allegations showing that this per— 
son was such cashier, and that the own- 
ership of the note sued upon was in the 
plaintiff. Its failure to contain such al- 
legations, unless cured by amendment, 
rendered it fatally defective, and advan- 
tage of its defects may be taken even 
at thetrial term by a motion to dis- 
miss, 

2. Where, in order to prove the dis- 
honor of a negotiable instrument by the 
maker, and notice thereof to the indor- 
ser, for the purpose of binding the lat- 
ter, a notarial certificate alone is relied 
upon, the same is not prima facie evi- 
dence as to any act of the notary not 
therein certified to have been performed, 
A notarial certificate reciting the fact of 
protest for non-payment, but silent as 
to whether or not notice of protest was 
given to the indorser, is no evidence 
that such notice was in fact given— 
Hobbs v. Chemical Nat. Bank, supreme 
court of Georgia, Dec. 2, 1895. 


Partnership Note—Power of Partner to 
Bind Firm—Knowledge of President and 


Cashier is Knowledge of Bank. 1. Where 
the president and cashier of a bank, 
being also members of a partnership 
composed of themselves and another 
person, to the capital stock of which they 
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had, under the partnership articles, 
agreed to contribute a given sum, with- 
out the knowledge or consent of that 
person executed and delivered to the 
bank a promissory note in the name of 
the partnership for the purpose of rais- 
ing the money they had so agreed to 
put into the partnership business; al- 
though the money obtained from the 
bank upon such note was in fact used 
for the purpose stated, the transaction 
was one for the private benefit alone of 
the two members of the partnership, 
who thus raised the money, and in no 
sense for the benefit of the partnership 
itself. 

2. Under these circumstances, the 
knowledge of the president and cashier 
of the facts above mentioned was the 
knowledge of the bank itself; and nei- 
ther the partnership as such, nor the 
remaining member, was liable to the 
bank upon the note in question—Brob- 
ston v. Penniman, Ga. sup. ct. Dec. 2, 


1895. 


Partnership—Notice of Dissolution— 
Sufficiency of Notice to Bank Messenger. 
1. Where, in the course of its regular 
business, a partnership had been accus- 
tomed to accept drafts drawn upon it 
by another, and to pay the same to a 
bank at which they had been regularly 
discounted, and the bank, within the 
knowledge of the partnership while yet 
existing, still held one or more of these 
drafts which had been accepted, but not 
paid, the bank was, under these circum- 
stances, such a creditor of the partner- 
ship as to be entitled to actual notice of 
its dissolution. 

2. Asto this creditor, mere proof of 
the publication ina newspaper of a no- 
tice of dissolution was not, of itself and 
without more, sufficient to discharge the 
partnership from liability upon a draft 
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of the kind above indicated, drawn after 
the dissolution of the partnership, in 
part renewal of a former one duly ac- 
cepted by it, and upon which renewal 
draft there was an acceptance in the 
partnership name, although the enter- 
ing of the same was the unauthorized 
act of one of the partners, done after 
the dissolution had, in fact, taken 
place. 

3. In such a case the bank was not 
affected by information given to one of 
its messengers by a member of the for- 
mer partnership, to whom a draft upon 
which the partnership was confessedly 
liable, and which was subsequently re- 
newed, was presented, to the effect that 
the partnership had been dissolved, and 
that the other partner was not liable 
for its debt; this information not having 
in fact, been communicated to the bank 
itself, and it appearing that this messen- 
ger’s agency was confined to collecting 
commercial papers, and also that it was 
not within the scope of his business or 
duty either to report the responses of 
persons who refused to pay papers pre- 
sented, or to arrange with such persons 
or with others for a renewal of the same. 

4. It is incumbent upon one alleging 
that the agency of such a collector ex- 
tended to receiving and communicating 
to his principal, information as to the 
dissolution of a particular partnership, 
to affirmatively prove the authority or 
duty of the collector so to do.—Camp 
v. Southern Banking & Tr. Co., Sup. 
Ct. Ga., Jan. 20, 1836. 


KANSAS. 

Action against Bank Officer to Recover 
Deposit—Limitation of. Gen, Stat. of 
Kansas 1889, paragraph 406, provides: 

“It shall be unlawful for any presi- 
dent, director, manager, cashier, or 
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other officer of any banking institution, 
to assent to the reception of deposits or 
the creation of debts by such banking 
institution, after he shall have had 
knowledge of the fact that it is insol- 
vent or in failing circumstances; and it 
is hereby made the duty of every such 
officer, agent or manager of such bank- 
ing institution to examine into the af- 
fairs of the same, and, if possible, know 
its condition. And upon failure of any 
such person to discharge such duty, he 
shall, for the purpose of this act, be 
held to have had knowledge of the in- 
solvency of such bank, or that it was in 
failing circumstances. Every person 
violating the provisions of this section, 
shall be individually responsible for such 
deposits so received, and all such debts 
so contracted; provided, any director 
who may have paid more than his share 
of the liabilities mentioned in this sec- 
tion may have the proper remedy at law 
against such other persons as shall not 
have paid their full share of such liabil- 
ities.”’ 

In an action under this statute by a 
depositor of the Woodson County State 
Bank against the persons who were its 
officers to recover the amount of a de- 
posit made at a time when it is claimed 
the bank was insolvent and in failing 
circumstances, the court construes the 
statute as one prescribing a penalty and 
not a statutory liability; hence action 
thereunder, being fora penalty, is barred 
in one year under the Kansas statute of 
limitations, and does not exist for three 
years, as would be the case were the ac- 
tion for a liability created by statute.— 
Ashley v. Frame, Kansas Ct. of App. 
Southern Dep. E. D. July 13, 1896, 


Banks— Paid-in Capital—Liability of 
Stockholders. 1. Nothing contained in 
the banking law of 189) prohibits a bank- 
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ing corporation then in existence from 
continuing in business with only 20 per 
cent. of its capital stock paid in, provided 
it is solvent and complies with the legal 
requirements of the bank commissioner, 

2. The stockholders of a banking cor- 
poration, whose charter, verified certifi- 
cate, and advertisements proclaim its 
capital stock to be $50,000, and whose 
verified statements recite that only $10, 
ooo has Deen paid in upon such stock, 
cannot, without changing its charter, 
verified certificates, advertisements or 
verified statements, relieve themselves 
of their liability to the creditors of such 
corporation by any agreement among 
themselves, whether the creditors were 
such before or after such agreement. 

3. A person who subscribes $1,000 to 
the capital stock of a corporation, and 
who had paid but $200 on such stock, 
cannot relieve himself of his liability to 
the creditors of the corporation for the 
remaining $800 due upon such subscrip- 
tion by transferring $200 of paid-up stock 
to another person,.—Putnam v. Hutch- 
ison, Ct. of App. Kan. Southern Dept. 
E. D. July 13, 1896. 

NEW YORK. 

Saving’s Bank—Account with husband or 
wife or survivor.—An entry in a savings 
bank pass- book representing moneys de- 
posited by a husband, reading; ‘‘Albany 
Savings Bank, in account with Mrs, Alida 
P. Bell, or James C. Bell, her husband, 
or the survivor of them,” constitutes the 
parties joint owners of the sum deposited 
and entitles the wife, if she survives her 
husband, to take the deposit. 

It is not necessary to the validity of the 
gift that the pass- book should be deliver- 
ed to, or remain in the possession of, the 
wife during her lifetime—Bell v. Albany 
Sav. Bank, and Rochester, Adm’r. N, Y. ° 
Sup. Ct.Gen, Term, 3d dept. July 1896. 
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TRUSTEE LAW. 


Current Decisions and Legal Matters Affecting Trust Companies are Published under this head. 


TRANSFER TAX. 


BONDS AND STOCK OF DOMESTIC CORPORATION OWNED BY 


NON-RESIDENT DECEDENT 


AND IN HIS POSSESSION WITHOUT THE STATE AT THE TIME OF HIS DEATH, 


In the matter of the appraisal of the property of Henry Bronson, deceased. 
October 6, 1896, 


New York Court of Appeals, 


The bonds of a domestic corporation, owned by a non-resident decedent, and in his posses- 
sion without the state at the time of his death, are not ‘‘property within the state,” within the 
terms of the Transfer Tax act (chapter 399, Laws of 1892), and are not subject to taxation under 


that act. 


The stock of a corporation, however, represents a distinct interest in the corporate property; 
and stock in a domestic corporation, owned by a non-resident decedent and in his possession with- 
out the state at the time of his death, is liable to taxation under the Transfer Tax act. 


Appeal from an order of the Appel- 
late Division reversing a decree of 
the Surrogate of the County of New 
York. 

Gray, J.—The decedent was domi- 
ciled in the State of Connecticut, where 
he died in 1893, leaving, by his will, his 
residuary estate to his two sons, also 
residents of that State. A part of the 
residuary estate consisted in shares of 
the capital stock and in the bonds of 
corporations incorporated under the 
laws of this state and which were in the 
testator’s possession at his domicile. 
They had been handed over to the 
residuary legatees, prior to the institu- 
tion by the Comptroller of the City of 
New York of this proceeding to appraise 
them for the purposes of taxation under 
the Transfer Tax act (chap. 399, Laws 
of 1892). It was held by the Appellate 
Division of the Supreme Court, revers— 
ing the decree of the Surrogate’s Court 
in the County of New York, that the 
executors were not liable to pay a trans- 
fer tax upon the basis of the stocks and 
bonds in question. Theclaim of the 
Comptroller is that, both by the terms 
of that act and by force of the Statutory 


Construction law of the state, and upon 
the theory that these bonds and shares 
represent interests in corporations in- 
corporated under the laws of this state, 
they were, although not physically 
within the state, properly assessed for 
the purposes of such taxation. 


THE TRANSFER TAX ACT, 


The act under which this tax was 
sought to be collected was passed in 
1892 (chap. 399, Session laws) and is 
known as “The Transfer Tax Act.” By 
section one a tax is imposed upon the 
transfer of any real or personal prop- 
erty of the value of five hundred dollars 
or over, in the following cases, viz.: 


‘‘When the transfer is by will or by the in- 
testate laws of this state from a resident dece- 
dent; or when the transfer is by will or intestate 
law of property within the state and the dece- 
dent was a non-resident at the time of his 
death.” 


The important words to be noticed in 
this section, which imposes the tax, are, 
in the case of a non-resident decedent, 
‘‘property within the state.” Their im- 
portance is evident, inasmuch as the 
attempt of the state to collect a tax, 
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where the decedent was not subject to 
its jurisdiction, is limited to that which 
possesses the legal attributes and char- 
acteristics of property here. In that 
connection, reference may be made to 
section 22 of the act, which defines the 
word “‘property,” as used in the act, as 
meaning all property, or interest there— 
in, ‘over which this state has any juris- 
diction for the purposes of taxation.” 
In the endeavor to ascertain the inten- 
tion of the Legislature with respect to 
what should be assessable for the pur- 
poses of taxation as property under this 
act, we need go no further than the act 
itself, which, in imposing the tax, un- 
dertakes, in addition, to give a defini- 
tion to property, the transfer of which 
by will, or by the intestate laws of the 
state, creates the liability to taxation. 
It seems unimportant to consider that 
section of the Statutory Construction 
law which gives a definition to the term 
“personal property” (chap. 677, Laws 
of 1892, sec. 4), if indeed applicable. 
The act contains within itself a complete 
system for the taxation of transfers of 
property, in cases of testacy and of intes- 
acy, and also controlling definitions for 
such words used in its sections as, in 
the judgment of the Legislature, might 
seem to require definition. The section 
of the Statutory Construction act, in 
terms, is only applicable, as I think, to 
a statute, where its general object, or 
the context of the language construed, 
or other provisions of law, do not indi- 
cate that a different meaning is in- 
tended, 


BONDS OF DOMESTIC CORPORATION OWNED 
BY NON-RESIDENT DECEDENT, 
NOT TAXABLE, 


Whatever may be argued in support 
of the right to subject the bonds of 
domestic corporations to appraisement 
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for taxation purposes under this act, 
when physically within the state, upon 
some theory that they are something 
more than the evidences of a debt and 
constitute a peculiar and appreciable 
species of property, within the recogni- 
tion of the law as well as of the business 
community, such argument is certainly 
unavailing in this case, where the bonds 
themselves were at their owner's foreign 
domicile. They did not represent 
‘property within the state” in any con— 
ceivable sense. What property they 
represented consisted in the debt of 
their maker, and that species of prop- 
erty unquestionably must be considered 
to be, as a chose in action, the holder’s 
and owner's, and to be inseparable from 
his personality. 

The Supreme Court of the United 
States held in the Foreign Bond case 
(15 Wall., 300), where the State of 
Pennsylvania assumed to tax the inter— 
est payable upon bonds issued by a 
Pennsylvania corporation, secured by a 
mortgage upon its property and held 
by a non-resident, that the tax was in- 
valid, It will be profitable to quote 
some of the language of the opinion in 
that case, the soundness of which has 
never been questioned: ‘‘But debts 
owing by corporations, like debts owing 
by individuals, are not property of the 
debtors in any sense; they are obliga- 
tions of the debtors, and only possess 
value in the hands of the creditors. 
With them they are property, and in 
their hands they may be taxed. To call 
debts property of the debtors is simply 
to misuse terms, All the property there 
can be in the nature of things in debts of 
corporations belongs to the creditors, 
to whom they are payable, and follows 
their domicile wherever that may be. 
Their debts can have no locality sepa- 
rate from the parties to whom they are 
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due. The principle might be stated in 
many different ways, and supported by 
citations from numerous adjudications 
but no number of authorities and no 
forms of expression could add anything 
to its obvious truth, which is recog- 
nized upon its simple statement.” 

It seems difficult to furnish an argu- 
ment in support of the view that the 
debt owing toa creditor is the property, 
which follows him everywhere, and not 
the written or printed obligation ex- 
pressing the indebtedness, that is not 
resumed in the foregoing opinion, In 
our consideration of the question we 
should not lose sight of the fact that the 
State, through the Transfer Tax act, is 
exerting its taxing power only over that 
as to which it had jurisdiction for the 
purposes of taxation; and we should 
not be confused in that consideration by 
Statutes or decisions which bear upon 
the exercise of that power over residents 
within its territorial limits. 

The Inheritance Tax act, or, as it is 
known to-day, the Transfer Tax act, 
imposes a tax upon the right of succes— 
sion (Jn re Swift, 137 N. Y., 77; In re 
Merriam, 141 id., 479; In re Hoffman, 
143 id., 329). 

It was said of it by Judge Andrews, in 
the Enston case (113 N. Y., 181): ‘‘It is 
not a general but a special tax, reach- 
ing only to special cases and affecting 
only a special class of persons;” and, as 
he also observed in substance, there 
must be aclear warrant in the law for 
the imposition of the tax. In the Swift 
case (137 N. Y,, 77) it was decided that 
the personal property of a resident de- 
cedent, wheresoever situate, within or 
without the State, is subject to the tax. 
The act of 1885 was under discussion, 
and the general theory of the Inherit- 
ance Tax law was considered, and it was 
held to be a fundamental requirement 
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that there should be jurisdiction over 
the subject taxed or an actual domin- 
ion over the subject of taxation at the 
time the tax isimposed. In the Phipps 
case (77 Hun, 325), which was affirmed 
here upon the opinion of the General 
Term (143 N. Y., 641), the question was 
whether the right to an unpaid legacy 
left toa non-resident decedent in the 
will of a resident decedent was property 
within this State and, as such, assessable 
for purposes of taxation under the act 
of 1887, It was held that it was not 
such property; upon the principle that 
the residence of the debtor does not fix 
the situs of the debt, but the domicile of 
the creditor. It was there observed that 
‘ta mere chose in action, a right to 
recover a sum of money, has never, as 
yet, been given the attribute of tangi- 
bility.” 

By the act of 1887 (Chap. 713) the 
legislature had amended the Inheritance 
Tax Law, as it existed under the act ot 
1885, so as to impose a succession tax 
with respect to the property of non 
resident decedents, which should be 
within this state. In the James case 
(144 N. Y. 6), we had occasion to con- 
sider the operation of thatact, An Eng- 
lishman who had died abroad, left 
property deposited within the state, 
consisting in stocks and bonds, of cor- 
porations of this and other states. The 
question was considered whether, in 
view of these words in the act, ‘‘which 
property shall be within this state,” it 
was its intendment to reach, for pur- 
poses of taxation, any personal prop- 
erty that was not within the state, either 
in fact or because of the domicile here 
of its owner. We thought not and that 
it would be highly improper to impute 
tothe legislature an intention to tax 
that over which there was no jurisdic- 
tion. It is obvious that the state has no 
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jurisdiction over a right of succession 
which accrues under the laws of the 
foreign state. That is something in 
which this state has no interest, and 
with which it is not concerned. The 
legal title to these bonds, or the debts 
they represent, vested in the personal 
representatives of the decedent by force 
of foreign laws. The decedent was a 
creditor, to whom the obligors in the 
various bonds were indebted ; the extent 
and terms of whose obligation were evi- 
denced by those bonds, The legal situs 
of the indebtedness was at the creditor's 
domicile, and as the actual situs of the 
bonds themselves was also there, upon 
no theory can it be held that the provis- 
ions of the Transfer Tax act could reach 
them in its operation, The logical result 
of the proposition which has been estab- 
lished, that the tax is upon the right of 
succession to property, is, in my opin- 
ion, to confine the operation of this law 
where non-residents’ estates are con- 


cerned, to cases of property having a 
tangible and visible existence, and being 
the actual subject of the ownership. 


SHARES OF DOMESTIC CORPORATION OWNED 
BY NON RESIDENT DECEDENT ARE 
TAXABLE. 


But, with reference to the shares of 
capital stock owned by the decedent, I 
think we are compelled to differ with the 
Appellate Division. The attitude of a 
holder of shares of capital stock is quite 
other than that of a holder of bonds, to- 
wardsthe corporation which issued them, 
While the bondholders are simply cred- 
itors, whose concern with the corporation 
is limited to the fulfillment of its partic- 
ular obligation, the shareholders are 
persons who are interested in the oper- 
ation of the corporate property and 
franchises and their shares actually 
represent undivided interests in the cor- 
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porate enterprise. The corporation has 
the legal title to all the properties ac- 
quired and appurtenant; but it holds 
them for the pecuniary benefit of those 
persons who hold the capital stock. 
They appoint the persons to manage its 
affairs; they have the right to share in 
surplus earnings, and, after dissolution, 
they have the right to have the assets 
reduced to money, and to have them ra- 
tably distributed, Each share repre- 
sents a distinct interest in the whole of 
the corporate property. As said in 
Jermain v. The R, R. Co. (91 N. Y, 492) 
it represents the interest which the 
shareholder has in the capital and net 
earnings of the corporation,” or, as 
Parke, B, put it, in Bradley v. Holds- 
worth (3 M. & W., at page 425), it is a 
“right to have a share of the net produce 
of all the property of the company.” 
Corporate shares must be regarded as 
property within the broad meaning of 
that term. Certificates of stock in the 
hands of their holder, represent the 
number of shares which the corporation 
acknowledges that he is entitled to, In 
legal contemplation the property of the 
shareholder is either where the corpora- 
tion exists, or at his domicile, accord- 
ingly as it is considered to consist in his 
contractual rights, or in his proprietary 
interest in the corporation. Inthe case 
of bonds, they represent but a property 
in the debt and that follows the cred- 
itor’s person. Hence, it cannot be said 
if the property represented by a share of 
stock has its legal si¢us either where the 
corporation exists, or at the holder's 
domicile, as we have said in the Enston 
and James cases (Inre Enston, 113 N. 
Y., 181; In re James, 144 id,, 12) that 
the State is without jurisdiction over it 
for taxation purposes. As personalty 
the legal situs does follow the person of 
the owner; but the property is in his 
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right to share in the net produce, and, 
eventually, in the net residuum of the 
corporate assets, resulting from liquida- 
tion. 

That right as a chose in action must 
necessarily follow the shareholder’s per- 
son; but that does not exclude the idea 
that the property,as to which the right re- 
lates and which is, in effect,a distinct inter- 
est in the corporate property,is not with- 
in the jurisdiction of the State for the 
purpose of assessment upon its transfer 
through the operation of any law, or of 
the act of its owner. The attempt to 
tax a debt of the corporation to a non- 
resident of the state as being property 
within the state, is one thing, and the 
imposition of a tax upon the transfer of 
any interest in, or right to, the corpor- 
ate property itself, is another thing. 
The corporation is the creation of state 
laws and those who become its mem- 
bers, as shareholders, are subject to the 
operation of those laws, with respect to 
any limitation upon their property rights 
and with respect to the right to assess 
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their property interests for purposes of 
taxation, 

It results from these views that the 
order appealed from must be reversed 
to the extent that it reversed the order 
of the Surrogate affirming an assessment 
upon the estate of the decedent based 
upon an appraisal of the shares of stock 
of domestic corporations, and the deter- 
mination of the Surrogate in that re- 
spect is affirmed. In other respects the 
order appealed from is affirmed and the 
matter is remitted to the Surrogate’s 
Court to be proceeded with in conform- 
ity with our opinion, 

Under the circumstances, no costs are 
awarded to either party. 

All concur, except VANN and O'BRIEN, 
J. J., dissenting. 

Vann, J., wrote a dissenting opinion, 
concurred in by O’Brigy, J,, to the ef- 
fect that, while concurring in the result 
reached by the court that the stocks in 
question were taxable, he was con- 
strained to dissent from its conclusions 
that the bonds were not taxable. 


ACCOUNTING BY TRUST COMPANY—MOTION TO BRING IN SUB- 
STITUTED TRUSTEE, 


Smith v. Central Trust Co., N. Y. Supreme Ct., Gen. Term, First Department. June Term, 1896. 


In an action brought by the testa- 
mentary guardian of two infants to 
obtain an accounting as to the income 
of certain securities held ‘‘in trust’ by 
the defendant, a trust company, it ap- 
peared that the trust property was de- 
posited with the defendant by one 
George Condit Smith, who held it as 
trustee; that said Smith is dead, and 
that William Pennington had been ap- 
pointed by the Chancellor of the State 
of New Jersey, in which State the trust 
was created and was to be performed, 
to succeed Smith as trustee. 


The trust company moved to bring in 
Pennington as party defendant to the 
action. From an order denying the 
motion the trust company appeals. 

Held, The motion should have been 
granted. In an action of this nature 
‘tany person may be made a defendant 
who has, or claims, an interest in the 
controversy, adverse to the plaintiff, or 
who is a necessary party defendant for 
the complete determination or settle- 
ment of a question involved therein” 
(Code, section 447), And section 452 
of Code provides that the Court must 


a@&aeeah & &@ 6 A, 





TRUSTEE LAW. 


direct a party whose presence is neces- 
sary for a complete determination of 
the controversy to be brought in, It is 
apparent that the said Pennington, as 
substituted trustee, is a necessary party 
to a complete determination of an ac- 
tion for an accounting of the property 
of the trust estate. 

Further held, The fact that the non- 
joinder of the substituted trustee has 
been pleaded as a defense does not pre- 
vent the Court from directing sucha 
person to be brought in as party de- 
fendant atanytime. The only effect of 
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pleading such a defense would be to re- 
quire the Court on the trial to direct 
that the person be made a party, and 
adjourn the proceedings until its order 
had been complied with, 

Further held, the Court will not de- 
termine on this motion the question of 
the jurisdiction of the Chancellor of 
New Jersey to make this appointment. 
The trust was created under the laws of 
New Jersey and was to be performed as 
provided by its law; and the order of a 
court of competent jurisdiction, direct- 
ing how that trust shall be carried out, 
cannot be attacked collaterally, 


TRANSFER TAX—SECURITIES TRANSFERRED BY TRUST DEED— 
WHEN NOT TAXABLE. 


Matter of appraisal of estate of Sarah H. Green, deceasod.—Fitch, Comptroller, appellant; Frelinghuysen and 


others, respondents. 


On February 14, 1889, G. executed 
and delivered to a trustee a trust deed, 


assigning certain securities to be held 


in trust, to collect the income and ap- 
ply same to use of G. during her life; 
from and after her death to divide and 
pay over the securities and proceeds to 
certain nieces. 


The deed also contain- 
ed the provision ‘‘that this instrument 
may, at any time, be modified or va- 
cated by an instrument in writing to be 
executed by me and by the said trustee, 
or his successor,” Under this latter 
clause a slight subsequent modification 
was made in the trust deed. 

G. died May 21, 1893. 

Held, The securities conveyed by the 
trust deed are not subject to the pay-— 
ment of the transfer tax imposed by 
chapter 399, Laws of 1892, in force at 
the time of G.’s death, 

Reference to the opinion of the Court 
of Appeals, in the Zstate of Seaman, will 
show that the transfer in the case at bar 
can only be held liable to taxation upon 
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one of two assumptions (1) that it was 
a gift mortis causa, or (2) that it wasa 
conveyance in contemplation of death, 
to take effect upon the happening of 
that event, or reserving a power of re- 
vocation as well as the possession or 
enjoyment during the lifetime of the 
grantor. 

The transfer did not constitute a 
donatio mortis causa, for it lacks the es- 
sential requisite to such a gift, viz., 
having been made in apprehension of 
death and its effectiveness dependent 
on that event. 

Nor was it a transfer such as de- 
scribed in the second assumption. The 
transfer became effective upon the exe- 
cution of the deed and the delivery of 
the securities in conformity therewith, 
and the donees took a vested interest, 
liable, of course, to be defeated by their 
failure to survive the lifetime of the 
donor, or toany modification that might 
be agreed upon under its terms between 
trustee and donor, It was, therefore, a 
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perfected transfer in the nature of a 
gift ster vives, and not taxable. 

The contention that the power ef 
revocation reserved in the deed render- 
ed the transfer incomplete is not sus— 
tainable. This power required the 
assent of both donor and trustee, and, 
had the provision been omitted, the 
parties would have had the same right 
under the law. As between the parties 
to the transaction, the effect of a gift, if 
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completely executed, is to effectually 
transfer the full title and ownership of 
the property from the donor to the 
donee—as much so as if the property 
had been sold for a valuable considera- 
tion. It is not, then, in the power of 
either to revoke without consent of the 
other, It is only when something re- 
mains to be done by or on behalf of the 
donor, which is not done before his 
death, that the gift fails to take effect. 


NOTES OF RECENT BANKING CASES (Continued.) 


CALIFORNIA. 

Attorney.—An attorney employed to 
draw a will who makes a mistake 
whereby the son of the testatrix is de- 
prived of the gift which the latter in- 
tended him to have is held to be subject 
to no liability for the mistake to the son 
who was damaged thereby, since there 
was no privity of contract between 
them. Buckiey v. Gray (Cal.), 31 L. 
R. A., 862. 

NEW YORK. 

Corporation Paper—Liability of Direct- 
ors for Corporate Debts—Action by the 
First National Bank of Baldwinsville 
against L, W. Connell and another as 
directors of the Syracuse Bamboo Fur- 
niture Co,, a domestic corporation, to 
recover the sum of $1,000 alleged to be 
due from said Co. to the bank. The 
liability of the directors is sought to be 
established on account of an alleged 
failure to file the annual report required 
by Laws 1892 c. 688 (stock corporation 
law) § 30. 

Held: A note received by acorporation 
in violation of Laws 1892 c. 688 § 42, 
which forbids a corporation to issue stock 
except for money, labor, or property, is 
nevertheless valid in the hands of a per- 
son who advanced money to the corpor- 
ation on the faith of the note, and there- 
fore the obligation of the corporation for 
the money advanced is one for which the 


directors are liable, where they fail to file 
the annual report as required by Laws 
1892, c, 688, § 30.—First Nat. Bank of 
Baldwinsville v. Connell, Supreme Ct. 
Appel. Div. 4th Dept. July 30, 1896. 


Certificate of Stock.—Information that 
a certificate of stock is in a condition 
for transfer, given by a person in charge 
of the office of a corporation in response 
to an inquiry, on the faith of which a 
broker guaranteed its genuineness, is 
held to estop the corporation from deny- 
ing its liability to indemnify the broker 
or his assignee against loss on account 
of the fact that the certificate was spu- 
rious and worthless, Jarvis v. Manhat- 
tan Beach Co., 148 N. Y., 652. 

The title of the true owner of a lost 
or stolen certificate of stock in a cor- 
poration is sustained as against any per- 
son subsequently obtaining its posses- 
sion, even if he is a bona fide purchaser. 
The case further holds that the corpo- 
ration is not liable for fraudulent use of 
certificates by an employee merely be- 
cause they were permitted to remain 
uncanceled for a short time after they 
were surrendered, although a by-law 
required their cancellation, if the com- 
pany did not know or have reason to 
suspect that the employee was dishonest. 
Knox v. Eden Musee Am. Co., 148 N. 
Y., 441. 





BIOGRAPHICAL. 


HENRY C. TOWNSEND. 


Among those members of the New York bar 
who have successfully cevoted their attention 
to the patent departments of the legal profes- 
sion, is Henry C. Townsend, who enjoys an en- 
viable reputation in the fraternity. He was 
born in Cambridge, Mass,, in 1850, and is de- 
scended from ancestry of Colonial and Revolu- 


HENRY C. TOWNSEND. 


tionary fame, being a direct descendant on his 
maternal side from the Bacon family which set- 
tled and founded Bedford, Mass., in 1640. Jon- 
athan Bacon, the great-great-grandfather of 
Henry C., was one of Bedford’s most prominent 
and enterprising settlers and played an impor- 
tant part in the formation and development of 
that community. Other members of this fame 
ily were active participants in the Revolutionary 
war, and of the historical twenty-six minute 
men from Concord in the Concord fight, six of 
them were Bacons. On his paternal side, he is 
descended from Thomas Wilder and Robert 


Townsend, the7former,of,English origin and a 
settler of Lancaster, Mass., in 1639. The Wild- 
ers and Townsends intermarried and the Wild- 
er homestead descended into possession of the 
Townsend family. Such is buta brief mention 
of the early generations of this family. 

The subject of these lines received a prepara- 
tory education at Rittenhouse Academy and 
graduated from Harvard College in the Class of 
1871. His legal training was gained in Colum- 
bia Law School in Washington, D. C., and his 
admission to the bar took place in the same 
year that he obtained his Bachelor-of-Laws’ de- 
gree from that institution. His college career 
was conspicuous for proficiency in the scientific 
branches of study, and, upon commencing prac- 
tice, he directed his attention to the patent laws, 
making also a specialty of electrical matters and 
inventions. His reputation as an expert in 
solving electrical questions and problems led to 
his appointment as Principal Examiner in the 
United States Patent Office in the Class of Elec- 
tricity, a position he filled in a comprehensive 
and creditable manner for four years, when he 
resigned in order to engage in practice in this 
city. During his legal career, Mr. Townsend 
has been engaged as counsel in some of the most 
important litigations undertaken by the larye 
electrical corporations, among others those of 
the Western Union Telegraph Co., the Baltimore 
& Ohio Telegraph Co., and Thomson-Houston 
and General Electric companies. He is the 
patent counsel for many electric manufacturing 
companies and also conducts a general patent 
practice covering all departments of this branch 
of his profession. His professional methods 
have been such as to gain him the respect of the 
legal fraternity and win the confidence of his 
clientage, while in electrical and scientific cir- 
cles his name is equally favorably known. He 
is a member of the American Institute, the Am- 
erican? Institute of Electrical Engineers, and 
other societies and clubs. 
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INQUIRIES AND CORRESPONDENCE. 


pais department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 
eral interest, and expect prompt and careful consideration thereof, without charge. The names and places 
of those submitting inquiries are published, unless special request is made to the contrary. 


Liability on Dishonored Draft. 
Mapison, WiIs., Oct, 12, 1896. 


Editor Banking Law Journal: 


Dear Sir:—An Iowa bank issues its draft on 
its New Yorkcorrespondent, payable tothe order 
ot A, who indorses and in good faith passes it 
to B, through the mail,in payment ofadebt. B, 
in Illinois, gets credit for it in bank at his resi- 
dence, which bank transmits it to New York for 
collection. Meanwhile the issuing Iowa bank 
has stopped payment, and itis protested upon 
presentation. 

Is not that draft a negotiable instrument of 
such nature as will enable the innocent parties 
to collect it either from the maker or drawee? 


¥. 


1. The holder cannot collect the draft 
from the New York drawee. Even if 
there had been no failure of the drawer 


prior to presentment for payment, the 
holder would have had no right of action 
against the New York drawee upon its 
refusal to pay, for under the law of New 
York, a draft does not operate as an as— 
signment of the drawer’s money in the 
hands of the drawee, prior to the latter’s 


acceptance. 

2. But the holder has recourse against 
the estate of the drawer; also against 
prior indorsers B and A, provided there 
has been no neglect or omission which 
would discharge them from liability. 
To hold an indorser of a foreign draft, 
there must be due diligence in present- 
ment, protest and sufficient notice of 
dishonor, From all that appears, all 
these requirements have been observed 
in the present case. 

3. If B pays the draft to the holder, 
then he has the same recourse upon A 
and the estate of the drawer; and A, in 


turn, has recourse upon the drawer’s 
estate. 


Note for Cold Eagles. 


New York, October 14, 1896. 
Editor Banking Law Journal. 


Is a note which promises to pay ‘“‘one hun- 
dred gold eagles of the United States of present 
weight and fineness,” satisfied by a tender of 
one thousand dollars in United States legal 
tender notes? C, 


The tender is not legal, if objected to 
by the holder. He is entitled to the 
gold eagles specifically if he wants them. 


Crace on Sight Drafts in Massa- 
chusetts. 


BuFFALO, N. Y., October 3, 1896. 
Editor Banking Law Journal: 


DEAR SiR:—Please state if days of grace have 
been abolished in Massachusetts and in Mary- 
land? Can you publish a list of the states that 
no longer allow grace on commercial paper? 


MERCHANT, 


In Maryland, yes. In Massachusetts, 
yes, except en sight drafts; that is to 
say, on and after January 1, 1897. Fol- 
lowing isa complete list of the states in 
which no days of grace are allowed: 


New York. 
Ohio, 
Oregon, 
Pennsylvania, 
Utah, 
Vermont, 
Wisconsin, 


California, 
Connecticut, 
Idaho, 
Illinois, 
Maryland, 
Montana, 
New Jersey, 


Massachusetts (except sight drafts; 
law takes effect January 1, 1897). 
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Collateral Note Forms. 


NATIONAL NEWARK BANKING Co., } 
Newark, N. J., Sept. 21, 1896. § 


Editor Banking Law Journal: 


Sir: Referring to your editorial in your 
August number on ‘Sufficiency of Collateral 
Note Form,” and report of the case as decided 
by the New York Supreme Court, I beg leave 
to inclose a copy of the form of collateral note 
which we have for some time used at this bank. 
linclose one of our demand forms and one of 
our time forms. 

I adopted these forms after a careful study of 
the notes used by various New York banks and 
of such decisions as I could reach, and have 
made one change since their fi:st adoption. 

I see my 
points determined in the decision published— 


form does not cover one of the 
namely, possible firm liability, with an indivi- 
dual signer—and perhaps does not possibly 
cover contingent liability, although this latter 
may be covered by my expression, ‘‘this or any 
other liability or liabilities.” 

I propose to get new notes printed to cover 
the points decided in the case referred to, and 
shall insert after the word undersigned ‘‘direct 
think, 
then, that we shall have a very complete and 


or contingent, individual or firm.” I 


satisfactory note. I shall be pleased to have 


your Opinion On it, 
Yours truly, 


E. S. CAmpsBet., V. P. 


{Demand Form. | 


Newakk, N. J 


On DEMAND, for value received,....... 


promise to pay to THE NarioNaL NEWARK 


BANKING COMPANY, OR ORDER 's BANKING 

DoLLaRs, 
with legal interest from date hereof, the under- 
signed have deposited with said bank as collat- 
eral security for payment of this or any other 
liability or liabilities of the undersigned [direct 
or contingent, individual or firm] to said bank 
now existing, or which hereafter may be con- 


tracted, the following property, viz.: 


* 
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with full power and authority to said bank to 
sell, assign and deliver the whole, or any part 
thereof, or any substitutes therefor, or any ad- 
ditions thereto, at any brokers’ board, or at any 
public or private sale, at the option of said 
bank, or its president or cashier, or its or their 
or either of their assigns, on the non-perform- 
ance of this promise, or the non-payment at 
maturity of any of the other liabilities above 
mentioned, or at any time or times thereafter, 
without advertisement, or notice, which are 
hereby expressly waived; and after deducting 
all costs and expenses for collection, sale and 
delivery, to apply the residue of the proceeds of 
any sale, or sales, to pay any, either or all of 
said liabilities to said bank, or its assigns, as 
its president or cashier, or its or their or either 
of their assigns, shall deem proper, returning 
the overplus to the undersigned; and upon any 
sale at public auction or at brokers’ board the 
holder hereof may purchase the whole or any 
part of such securities, discharged from any 
And 
to be and remain liable to 


right of redemption. the undersigned 
agrees the holder 
hereof for any deficiency, and to pay the same 
upon demand of the holder hereof. 


...after date, for 


value received,..........promise to pay to THE 


NATIONAL NEWARK BANKING COMPANY, OR 


ORDER, AT ITS BANKING HOUSE,.... ecccesecees 


Do.iars, the undersigned having deposited 
With said bank as collateral security for pay- 
ment of this or any other liability or liabilities 
of the undersigned [direct or contingent, in- 
dividual or firm] to said bank, now existing, or 
which hereafter may be contracted, the follow- 


ing property, viz.: 


with full power and authority to said bank to 


sell, assign or deliver the whole, or any part 
thereof, or any substitutes therefor, or any ad- 
ditions thereto, at any brokers’ board, or at any 


pudlic or private sale, at the option of said 
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wank, or its president, or cashier, or its or their 
or either of their assigns, on the non-perform- 
ance of this promise, or the non-payment at 
maturity of any of the other liabilities afore- 
said, or at any time ortimes thereafter, without 
demand of payment, advertisement or notice of 
sale, which are hereby expressly waived; and 
after deducting all costs and expenses for col- 
lection, sale and delivery, to apply the residue 
ef the proceeds of such sale, or sales, to pay 
any or all of said liabilities to said bank, or its 
assigns, as its president or cashier, or assigns, 
shall deem proper, returning the overplus to 
the undersigned; and upon any sale at public 
auction or at brokers’ board the holder hereof 
may purchase the whole or any partof such 
securities, discharged from any right of re- 
demption. And the undersigned agrees to be 
and remain liable to the holder hereof for any 
deficiency and to pay the same upon demand 
of the holder hereof. 

In case of depreciation, according the 
judgment of the holder hereof in the market 
value of the security hereby pledged, or which 
may hereafter be pledged for this loan, the un- 
dersigned agrees to make a payment on ac- 
count, so thatthe said market value shall always 
be at least ....per cent. more than the 
amount unpaid of this note, or else to make 
such further additional deposits of securities as 


to 


may be necessary to maintain such margin, 
adopting either course that the holder hereof 
may require. Incase of failure to do so this 
note shall be due and payable forthwith, any- 
thing hereinbefore expressed to the contrary 
notwithstanding, and the holder may imme- 
diately reimburse himself by sale of the secur- 
ity as hereinbefore provided. 


We have examined the above collat- 
eral note forms, with proposed changes, 
carefully, in view of the several deci- 
sions, more or less recent, in which the 
sufficiency of collateral notes has been 


involved, and can discover no weak 
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points, The note meets all the require- 
ments for the bank’s security which de- 
cisions in the past have shown to be 
lacking in respect to note forms which 
have, from time to time, been before 
the courts. 


Check ‘“‘with Exchange.”’ 


First NATIONAL BANK, } 
Crown Point, Ind., Oct. 15, 1896. § 


Lditor Banking Law Journal: 


Dear Sir: Will you please give us 
opinion on the following: 

A customer draws his check on his bank, 
payable ‘‘with exchange.” The check is sent 
to another bank in the same city for collection 
and remittance. Can the bank who receive the 
check for collection collect exchange from the 
bank on which the check is drawn? Or, if the 
bank on which the check is drawn offers to give 
exchange on a New York or Chicago bank, 
must that be accepted in payment of the check 
for its face ? 


your 


Yours truly, 


A. A. SAUERMAN, Cashier. 


The check is an order on the bank to 
pay its face, together with theexchange 
or cost of collection, and the collecting 
bank should collect the exchange in ad- 
dition to the face, the amount thus paid 
by the drawee bank being chargeable to 
The 
own exchange on a New York or Chicago 
bank is not a proper tender on such a 
check, and the collecting bank is not 
obliged to accept it in payment. The 
check calls for payment of the amount 
on its face and exchange, in money, 


the customer’s account. drawee’s 
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THE BEST METHOD OF BANKING. 


Discussion of Subject at Convention of Tennessee Bankers’ Association, June 1896. 


The President: It has been suggested 
that we take up for discussion ‘‘The 
Best Method of Banking Adapted to the 
Present Day,” and we will be glad to 
hear from any of the members on the 
subject. 

Mr. Kennedy: I would like to hear 
from Mr, Montague. 

Mr, Montague: I suppose the idea is 
how a bank should be run. There are 
so many details in a bank to be carried 
out by different individuals in various 
departments, it is almost impossible to 
select any branch of work that I could 
hope to make interesting or new to you 
experienced bankers, Ina small town 
one or two persons are obliged todo the 
entire work of abank, while in Chattan- 
ooga there are many sub-divisions, One 
man takes care of all notes and bills dis- 
counted, one the exchange, separate 
receiving from paying tellers, three or 
four clerks for the individual and gen- 
eral ledgers, and so on until the forceis 
sufficient to complete the daily work each 
day. Itis of the first importance to 
have capable men, of good moral char- 
acter, in every department. Have your 
books in good shape, always written up, 
and in balance. Have a stock book; 
this shows who are stockholders, for 
how much each has subscribed and paid ; 
see that the total is equal to the capital 
stock on the general ledger; see that 
your book of certificates of stock ac- 
counts for every certificate printed. 
Have every local collection, as soon as 
received, bear a ticket fully describing 
the paper, giving number, who from, 
when received, date of maturity, in- 
structions as to remittance, and also 
have the same facts recorded in their 
respective registers. Number your own 
bills with red ink and all collections in 
black, so that you may readily know 
them. If a note is discounted to be 
paid for in cash, the cash paid slip at- 
tached should show the amount, the dis- 
count and the proceeds to be paid by the 
teller, Ifthe proceeds are to be credited 


to the depositor, a regular deposit slip 
of the amount, with the name of the de- 
positor, should besent to the book-keep- 
er. If collateral is taken, have it so 
marked and filed away that it can be 
immediately found when wanted. If 
collateral is deposited, don’t let it go out 
of possession to be returned ina short 
time. Don’t trust to memory; put every- 
thing down with ink, as it comes to you, 
Don’t feel that details impose too much 
work; otherwise restrict your business 
and refuse to accept collections; tell your 
friends that you are notacollecting bank. 
Do not recognize any verbal orders to 
pay money or give credit unless instruct- 
ed in writing. Protect your clerks 
by such debit and credit slips as will 
permit the rechecking of every trans- 
action. If aman wants a certificate of 
deposit for $100,00, the receiver should 
make a cash slip from which the clerk 
will issue the certificate; this slip will ac- 
count for the $100,00, and thus prevent 
anerror in the cash. If a depositor 
wants $:0,00 paid on his certificate for 
a larger amount, don’t endorse payment 
upon it, but take up his certificate and 
issue to him a new one for the balance 
due. Youcan’tdoasuccessful business 
in aslip~shod way. For active accounts 
I am in favor of what is known as the 
Boston ledger. 

Mr. Arnold: Do you not think the 
Boston ledger more accurate thana sin- 
gle ledger? 

Mr. Montague: If a single entry led— 
ger is kept correctly it is just as good as 
anyother. There is no necessity for an 
error and you should not allow any, 
You can prove your petty ledger as well 
as your Boston ledger We have twelve 
hundred accounts on such a ledger, and 
six or eight hundred on our Boston led- 
gers, and find no trouble to keep in bal- 
ance. 

Small or inactive accounts are much 
more numerous; we keep these, and 
have ever since we have been in business 
in a ledger with columns for date, debit, 
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credit and balance. The balance is ex- 
tended after every change in the ac— 
count. I would keep this ledger if I 
had a country bank with one or two 
hundred accounts, 


Mr. Oates: If a customer gives a check 
and a year or five years afterwards he 
applies to you to know whether or not 
he gave John Smith a check for such an 
amount on acertain day, will there be 
any record by which you can tell 
him? 

Mr. Montague: We don’t try to keep 
such a record. Wecan tell we paid a 
hundred dollar check on acertain day to 
someone, but we would bein court all 
the time if we kept these things. We 
preserve that check until it is returned 
on the pass book. I was defendant ina 
suit where a party said he had $164.00 
in our bank. I told him he was wrong, 
that he had $16.00. The matter went 
in court and he presented his book and 
claimed judgment. I produced his check 
for about $148.00. Hesaid, ‘‘Yes, that 
is my check and my signature and is all 
right,’ and the result was we paid only 
$16.00. This shows the importance of 
preserving checks until they are returned 
on pass books and so marked. Do not 
destroy such vouchers. We have des- 
troyed nochecks for 30 years, and are 
not now burdened with them. 

Mr, Oates: What do you do whena 
pass book is reported lost and aman has 
no active account? 


Mr. Montague: We do not object to 
giving him a duplicate pass book. We 
start it from the time our book shows 
checks surrendered. 

Mr. Oates: Do you make any record 
on the account that a duplicate pass book 
has been issued? 

Mr. Montague: We donot, but I think 
it would be well to do so. 

Mr. Hutton: I have heard large bank- 
ers say that the Boston ledger is not 
practical. My brother would not have 
it; too much trouble. I would not have 
the other. Iam not a book-keeper my- 
self, and for that very reason am so 
much in favor of the Boston ledger. 
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Mr. Rooks: When you want to look 
over aman’s account for a year or two 
past, and see what his average balance 
has been, how do you do it on the Bos- 
ton ledger? 

Mr. Hutton: That is one of the disad- 
vantages of the Boston ledger, but I am 
not a practical book keeper and am not 
prepared to answer these details at ran- 
dom, but I know it is more trouble to 
go back over the Boston Ledger than 
the other, 

Mr. Niles: What is yourrulein regard 
to preserving deposit tickets and old let- 
ters, Mr. Montague? 

Mr Montague: We preserve tickets of 
deposit and cancelled checks and write 
up the pass books from them, When 
the pass book is balanced we write on 
the book, ‘‘Checks surrendered,” and 
then get rid of them. Letters accumu- 
late so fast we are compelled to get rid 
of them. We have destroyed all ietters 
to within six years. Checks that have 
been paid by our own correspondents 
and returned cancelled, and vouchers of 
that kind, including Accounts Current, 
we never have destroyed. We preserve 
these always, and think it necessary to 
do so. Weare thus ready for any exam- 
ination that might be instituted cover- 
ing the entire period of the bank’s exist- 
ence. There might be minors, heirs or 
other persons interested, whom the law 
would not allow the statute of limitations 
to run against. 

Mr. Oates: Suppose you were to send 
a note for collection and stated on it to 
turn it over to somebody in case it was 
not paid, and you did so, and years af- 
terwards they came to you and claimed 
you had not turned it over to that party, 
would the statute of limitations apply to 
them? 

Mr. Montague: J should think so, un- 
less it was a question that would come 
up involving minor children. We al- 
ways keep a ticket showing what we did 
with every collection. 

Mr. Arnold: Do you keep a collection 
register? 

Mr. Montague: We keep a record of 
all collections received. 
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CURRENT NEWS AND TOPICS. 


£m braeing Items of Interest in all the States. 


Readers are requested to communicate matters arising lecally 


to enhance the interest and value of this department. 


We have received a new edition of the con- 
stitution of the Boston Clearing House Associa- 
tion, containing also Massachusetts laws rela- 
tive to maturities on Sundays, legal holidays 
and Saturdays which are not holidays, and law 
abolishing days of grace on commercial paper, 
except sight drafts. 


We have received from Mr. John W. Faxon, 
secretary, the proceedings of the seventh annual 
convention of the Tennessee Bankers’ Associa- 
tion, held at Lookout Inn, Lookout Mountain, 
June 17, 18 and 19, 1896, for which we tender 
our thanks. 


The ‘‘Monthly Review,” of Philadelphia, re- 
ferring to the subject of ‘‘Restrictive Indorse- 
ments,” says that ‘‘one of the best treatments 
of the subject that we have seen is to be found 
in the BANKING Law JouRNAL, where the author 
considers the practical or business side of the 
subject, and also views it in its legal aspects. 
The articles are in every way satisfactory.” 
The articles referred to are contained in the 
June and July numbers. 


The First National Bank of Ithaca, Michigan, 
insolvent, was on October 14, 1896, placed in 
the hands of George Reed, receiver. 


The City National Bank of Tyler, Texas, in- 
solvent, was on October 17, 1896, placed in the 
hands of A. G. McIlwaine, receiver, 


The First National Bank of Mount Pleasant, 
Michigan, is insolvent, and was on October 7, 
15896, placed in the hands of Charles M. Wilson, 
receiver, 


Advices from Rockford, Ill., under date of 
October 15th, state that the Second National 
Bank, the oldest financial institution of the 
city, has gone into voluntary liquidation. The 
result is due to a steady shrinkage of deposits 
since July 1. The Clearing House says that 
depositors will be paid in full, and the bank 
will ultimately re-organize, 


THe MOvEMENT OF GoLD.—The reader who 
is interested in the phenomena of foreign ex- 
change and the gold movement, and who de- 
sires to understand the reasons why gold goes 
abroad, or is imported, will find a most satis- 
factory description of the philosophy and 
machinery of the process in the following 


semi-official communication of W. E. Curtis, 
Assistant Secretary of the Treasury: 


TREASURY DEPARTMENT, 
WasuIncTon, D. C., Oct. 14, 1896. 


Hon. Charles W. Dabney, /r., Assistant 


Secretary of Agriculture: 

My Dear Sir: Referring to your letter and 
our conversation of yesterday concerning the 
campaign attacks upon the bankers of New 
York in their relations with the gold reserve, 
I desire to submit the following considera- 
tions: 

The term “raids by bankers at New York 
upon the Treasury” is one frequently used by 
writers and speakers who have no accurate 
knowledge of the method from which notes 
are presented for redemption at the sub-treas- 
ury in New York, or the character of the num- 
ber of persons making such presentations. The 
term banker seems to be assumed in most cases 
to cover a class of men who are apparently en- 
gaged in withdrawing the gold from the gov- 
ernment’s reserve and putting it away in their 
private vaults for their own selfish purposes, 
and to accomplish certain alleged improper 
objects. The facts in the case are so different 
from these fanciful statements that it seems 
worth while to call attention to them. 

By operation of certain natural commercial 
laws, without the interference of legislation, 
New York has come to be the settling place of 
almost all contracts for the sale of our products 
abroad, and in that market the bills of exchange, 
which represent products exported, are offered 
for sale. At the same time, people desiring to 
remit money abroad to pay obligations or to 
buy merchandise are in the same market, and 
in order to pay their obligations purchase these 
bills of exchange to remit to their creditors 
abroad. Large amounts of coffee, silk, rice, 
tea, sugar and other foreign products consumed 
here have to be purchased with foreign credits, 
and paid for in New York with foreign ex- 
change. The natural result is that when we 
are selling more goods abroad, and there are 
more bills of exchange in the market than 
there is demand for, which is the case at pres- 
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sent, the price of exchange falls. On the other 
hand, while we are not selling as much abroad 
and are buying more, or are paying our debts 
to a great extent abroad, the price of exchange 
rises. 

The people engaged in the banking business 
in New York may be divided into three classes: 
first, the officers of the regular banks of deposit 
or issue, including the national banks; second, 
the dealers in securities, some of whom have 
foreign connections through whom they mar- 
ket a large amount of securities, and upon 
whom they draw a corresponding amount of 
exchange in payment for securities sold abroad, 
and to whom they remit exchange or gold in 
payment for securities sold here; third, agencies 
or branches of foreign houses, who are perhaps 
also dealers in securities, but whose main busi- 
ness is buying and selling exchange on Europe 
for the profit which can be made in the opera- 
tion itself. 

The first class are especially interested in the 
general prosperity of the country, and in keep- 
ing up the value of securities, because if there 
is a fall in securities held by them as collateral 
they are compelled to callin their outstanding 
loans, which reduces their lines of credit, dim- 
inishes their profits, prevents them from dis- 
counting commercial paper, restricts mercantile 
and industrial enterprise, and in the end creates 
failures in business and general financial and 
commercial distress. The second class are 
directly interested in keeping up the value of 
securities in this country, which they have 
largely sold abroad, and their interests are to 
avoid gold exports and the public apprehension 
arising from a reduction of the gold reserve. 
The third class buy or sell exchange whenever 
an opportunity for profit offers. If there are 
few commercial bills to be had in the market, 
and the demand by remitters is great, exchange 
rates rise, and if dealers having credit abroad 
find that they can sell their bills at a higher 
price than the probable cost to them of with- 
drawing gold from the Treasury and ship- 
ping it abroad to meet their bills at maturity, 
they do so, thus making a profit on the trans— 
action. 

The leading members of the third class in 
New York can be numbered on the fingers of 
both hands, and in fact three or four do almost 
all of the withdrawing of gold for export pur- 
poses, as will be seen by an examination of 
the list of parties exporting gold to Europ epub- 
lished in the daily press during its continuance. 
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Each shipment made usually represents in 
the aggregate a large number of single trans- 
actions. One concern may sell a million dollars 
of exchange in one day, but it may‘ be repre- 
sented by 150 to 250 different bills, running 
from £100 sterling upward. and they pay their 
bills abroad by shipping gold for that purpose, 
which they draw out of the Treasury in one 
sum and send in one shipment. It will thus be 
seen that a great majority of the bankers are 
peculiarly interested in keeping the gold re- 
serve up to its full amount, and for this reason 
they have been willing in the past and are stil] 
wiiling to make considerable sacrifices, and in 
order to prevent shipments of gold have con- 
tributed large amounts of money to pay the 
dealers in foreign exchange the profit they 
would have made by such shipments. This 
was notably the case in the operations of the 
so-called syndicate which bought the bonds of 
the government under the contract of February 
8, 1895, and againin the early part of this 
summer. 

Although withdrawals for export have been 
going on for several years, it is only within two 
years that an apprehension that the govern- 
ment might be unable to redeem its obligations 
in gold has caused withdrawals for any other 
purpose, and at no time has there been any evi- 
dence that withdrawals of gold from the Treas- 
ury were made for the purpose of affecting the 
markets. 

The fact that the banks were able to 
all the gold required for export up to the mid- 
die of the summer of 1892, and did so, was be- 
cause large amounts of gold were being paid to 
them, and by them into the Treasury, and paid 
out again in the course of business, and it had 
not begun to be displaced by the silver issues, 
the amount of which had not, up te that time, 
reached such a volume as to form an important 
portion of the ordinary commercial transactions 
in the New York market. 

During the past few weeks and at present, 
and for the first time in this Administration, 
various factors are in combination which have 
produced low rates of foreign exchange and 
consequent importations of gold. The prin- 
cipal ones are the favorable trade balance, the 
reduction in the volume of currency outstand- 
ing and in actual circulation, and the continued 
high rate of interest for all loans at New York, 
this latter condition being partly a result of 
the preceding situation. The low rates tor 
foreign exchange cause importations of goid 


furnish 





CURRENT NEWS AND TOPICS. 


from London and other foreign cities, because 
at those points exchange on New York is scanty 
and rules at very high rates, and the dealers 
and drawers here, and their associates across 
the ocean, find a profit in the difference of price 
at which gold can be obtained abroad and at 
which it can be used here. 

In other words, these foreign markets are in 
the same condition that the United States has 
been in at various times during the last five 
years. Itis true that gold has been imported 
upon one or two occasions lately when pur- 
chases of government bonds were being made, 
but for this a premium was paid, and it was 
purchased and shipped like cotton or wheat, 
without regard to the rates of exchange ruling 
here, and was an abnormal proceeding. 

During the years succeeding the resumption 
of specie payments in 1879, and until the cur- 
rency question disturbed our monetary rela- 
tions, there was a regular movement of gold to 
this country in the late summer and autumn 
while we were marketing our agricultural pro 
ducts abroad. A return flow from this country 
abroad began in the spring and continued 
through the early summer, to pay our debts for 
imports and for other purposes. Low exchange 
rates in the former and high rates in the latter 
period caused their movements, and the balance 
of trade was usually in our favor, as it is at 
present, the excess of merchandise exports 
over imports for eight years, up to the first day 
of September of this year, amounting to $95,- 
997,945, while for the corresponding time last 
year the excess of merchandise imports over 
exports was $46,387,268. 

In other words, instead of disbursing this 
latter amount in foreign markets, we this year 
are receiving from them $95,997,945, a balance 
in our favor of $142,375,213. Moreover, the 
tide of securities flowing back to America from 
foreign holders since 1890 has largely subsided, 
at least, for the time being, and there is not as 
much of a drain from here on that account. 

The high rate of interest paidin the New 
York market for call loans during the past few 
weeks has attracted foreign capital from cen- 
tres where the interest rates have been much 
lower. This peculiarity was also very marked 
during August, 1893, at the height of the cur- 
rency panic, when the ruling rates of interest 
were abnormally high and large amounts of 
money were loaned from abroad and the gold 
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coin sentto this country. The contraction in 
the active currency is caused by the large in- 
crease in the balance of the United States Treas- 
ury arising from the bond issues and from the 
hoarding of gold and of notes redeemable in 
gold which has been going on among the peo- 
ple for some time in view of a possible failure 
of the United States to continue their redemp- 
tion in gold. 

The critics who talk so freely about import- 
ing fifty millions of gold for effect from the 
other side of the ocean do not seem to realize 
the importance of such a transaction, and that 
there must be value exchanged for it, either in 
the shape of exports or securities, or in some 
other way. It will be seen from published 
names of the parties who receive the gold im- 
ported that they are mainly the dealers in ex- 
change or houses or institutions having foreign 
connections, and that the national banks, ex- 
cept as institutions to receive the deposits of 
their customers, are not at all interested, ex- 
cept in the case of one or twoof the latter, who 
have regular London correspondents with whom 
they do an exchange business. 

It must not be forgotten that the confidence 
in the situation which has placed the country in 
its present satisfactory condition regarding its 
gold reserve was largely due to the efforts of 
the bankers of New York in the early summer. 
The fact of their agreeing to furnish bills of 
exchange at rates under the gold shipping 
point, and endeavoring to bring about artifici—- 
ally that which we now know is a logical result 
from natural causes, inspired so much confi- 
dence that normal conditions prevailed,and the 
situation cured itself. According to the pub- 
lished reports during April, May, June, July 
and the first week in August, while gold was 
being exported, the rates of sterling sight ex- 
change at New York have ruled from 4.88% to 
4.9014, and during the last of August and up 
to the present time, while imports of gold are 
being made, they have ranged from 4.8334 to 
4.8534. 

If the parties attacking these transactions 
would examine the daily reports and see who 
withdrew or imported the gold, and what the 
exchange market was, and why the exchange 
rates were high or low, much misapprehension 
on these subjects would be avoided. 

Yours very truly, 
W. E. Curtis. 
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WEEKLY MARKET LETTER. 


Criapp & Co., Mitts Buitpine, N. Y. 
NEW YORK, THuRSDAY, Oct. 8, i806. 


FINANCIAL OUTLOOK. 


Unless money and brains work together pro- 
gress halts. A reign of ignorance or class and 
sectional prejudice could only be a shade worse 
than one of cupiditv and legal robbery. Liberty 
lifts a warning hand against intimidation, force, 
bribery or fraud, as we approach the ballot box. 
The eyes of justice are no longer closed, and 
her scales are poised for the weight of the peo- 
ple’s opinion. The man who has faith in his 
country will expect judgment at its hands, such 
as intelligence, industry and patriotism always 
renders in a free country. 

Secretary Carlisle says: ‘‘From January I, 
1896, to September 30, 1896, standard silver dol- 
lars have been coined at the mints of the United 
States to the amount of $13,912,512. Since No- 
vember I, 1893, the date of the repeal of the 
purcnasing clause of the Sherman act, standard 
silver dollars have been coined in the United 
States tothe amount of $17,869,491. or more 
than twice as much as was coined during the 
whole period of our history prior to 1878. The 
coinage of standard silver dollars is going on 
every day at our mints, and during the last 
month it amounted to $2,700,000. About the 
same amount will be coined during the present 
month. The seigniorage or gain which has 
been added to the circulation on account 
of the coinage since November 1, 1893, is about 
$5,700,000, and the seigniorage or gain in the 
coinage of last month was about $900,000. 

‘*The coinage is being done under authority 
conferred upon the Secretary of the Treasury 
by the third section of the act of July 
14, 1890, which provides: ‘That the Secretary 
of the Treasury shall each month coin 2,000,000 
ounces of the silver bullion purchased under the 
provisions of this act into standard silver dollars 
until the first day of July, 1891, and after that 
time he shall coin of the silver bullion purchased 
under the provisions of this act, as much as 
may be necessary to provide for the redemption 
of the treasury notes herein provided for, and 
any gain or seigniorage arising from such 
coinage shall be accounted for and paid into the 
treasury.’ 

‘“*This law is still in force, no part of the act 
having been repealed except the clause which 
directed the secretary of the treasury tocontinue 
the purchase of silver bullion and issue treasury 
notes in payment for it, and the coinage is 
being made from the bullion belonging to the 
government purchased before the repeal ot that 
clause.” 

The average price of silver bullion for Sep- 
tember in London was 30.1gd. per ounce; in 
New York it was 65.68. Western and Southern 
people are making a small market for gold and 
silver and options on both running past the 
election. There were 31,757 failures between 
January 1st and October ist, reporting $73,285,- 
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349 liabilities, against $40,444,547 liabilities for 
three months ending July 31st, and -$57,425,135 
liabilities for ninety days ending April ist. ora 
total for nine months of $171,155,03I against 
$121 ,007,123 for first nine months of 1895. 


STOCKS AND BONDS. 


RaILway Srocks.—The sales on the New 
York Stock Exchange in September were 4,574,- 
206 shares, against 6,823,840 shares same month 
in 1895. The average price the past nine months 
65.7 against 60.1 last year. The average price 
of twenty active stocks now is about $11 per 
share less than a year ago. Lower freight 
rates never prevailed. The New York Central 
and West Shore roads average freight earnings 
was .67 of I cent per ton per mile; that of the 
Great Northern was .976 of I cent per ton per 
mile. The Chesapeake & Ohio has moved coal 
at 4 of cent per mile. The St. Paul rate for 
1896 is 1.003 cents per ton per mile, against 2.50 
cents in 1873. The ‘‘Chronicle” figures the 
saving to shippers on St. Paul, Northwest, 
Great Northern and New York Central railways 
comparing 1896 with 1893, at 13234 million dol- 
lars. These railway earnings are less than in 
1895, and much better than the low point of 
1894, yet considerably less than in 1892. The 
tonnage of grain and flour received at 10 pri- 
mary points in the northwest is 13 per cent. 
greater for August and September than for 
same months in 1895. Clearing House pay- 
ments in September were 11.3 per cent. less 
than last year, and 23.1 per cent. less than in 
1892. Imports in September were about 25 per 
cent. less than for September 1895. Foreign 
exchange shows a declining tendency. Gold 
imports continue. Interest rates remain low in 
Europe. The growing belief that the principles 
of the Republican platform are to prevail on 
November 3d continues to enthuse, encourage, 
and give credit to men and enterprises. Twenty 
active stocks that sold August 8th at 41.82 
averaged on October 6th, 49.71. The hopes that 
Manhattan can use electricity, cuupled with 
manipulation, may cause a further advance in 
that stock. We prefer tosell it short. Tobacco 
is being bulled by a small pool. Its old line 
owners are the leading bulls. Sentiment on the 
Street continues bullish, with traders generally 
predicting a higher range and brokers advising 
purchases on weak spots. 

INDUSTRIALS—Sugar continues declining sub- 
ject to many small advances. Insiders in Re- 
finery Company stock are evidently willing the 
shares should join in the depression and sell 
again below par. It is reported Arbuckle Bros. 
will build a larger refinery than yet built. We 
now believe A. S. C. stock likely to break 20 
points. There appears a strong undertone to 
everything that bears the word ‘‘electric.’” Cot- 
ton oil experts appear figuring hard to show 
profit in high-priced seed and low-priced pro- 
duct. Chicago Gas traders appear to be again 
making money in courts and markets, or be- 
tween the two, and in the competition it will 
likely selllower. Tobacco is apparently fight- 
ing competitors at a loss, while insiders bull the 
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stock to make shorts pay the profit the company 
don,t make elsewhere. Leather people appear 
anxiousto raise prices of product and shares 
wherever there is opportunity. Cordage and 
Spirits remain poor and slow cripples. 


COTTON. 


Total in sight to October Ist, was 1,222,287, 
and on the 2d was 1,364,866 bales, against 737,- 
g14 bales same time in 1895. The following 
table shows the amount that came in sight each 
September since 1883, the percentage and the 
final crop: 
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ober 2d, and conceding this a similar maximum 
delivery, it indicates (other conditions being 
normal) acrop exceeding 10,800,000, October 
receipts appear averaging thus far about 40.000 
bales per day, or equal to previous years’ aver- 
age in October; if continued, they will likely 
bring totals for November ist up to the high 
record of 891. Then the amount in sight Nov. 
Ist was 2,862,960 bales, and exceeded all re- 
cords. That crop finally counted out 9,035,379 
bales. The world’s visible supply November 1, 
1891, reached 3,167,833 bales, and March 1, 
1892, reached 4,720,873 bales. The trade is 
very much interested to know whether govern- 





September, 


1894 1893 1892 





Came in sight 
Per cent of crop 


Total crop 


September. 1889 





Came in sight..... cvcccce 669,000 424,000 


Percent of crop 6.11 


Total crop 7931 1,000 6,935,000 





9,901,000 


6,935,000 


670,0c0 


6.77 


§05,000 536,000 832,0c0 856.000 


6.69 8.00 Q.21 990 


7+550,000 6,700,000 91935,000 


8,653,000 


1887 1886 1885 


—————— 


824,000 


435,000 485,000 


11.74 6.68 7-41 7:30 


6,513,000 6,550,000 5,669,000 





September marketing this year equaled 1,- 
042,287 bales. During 12 years, there came in 
sight annually an average of a little over 8 per 
cent. of the crops grown. On this basis the 
present crop might be estimated to equal I5,- 
275,000 bales. If movement has been double 
the average in September, the crop may be 7,- 
620,000 bales. 993 postal card reports from II 
States are said to average an estimate pointing 
to yield of 7,417,480 bales. Reports and guesses 
on this point seem to be much divided. This 
uncertainty seems to be dictating values more 
than demand or speculation. Northern spin- 
ners’ takings to October 2d were 145,717 bales, 
against 100,349 last season same time. Southern 
consumption is reported as 86,000 bales, against 
93,000 last season. Exports 440,760 against 
152,078 last season. The visible was 2,082,000 
bales, against 2,445,496 a year previous. The 
average for past eight years has been 2,082,000 
bales, and the average for 4 preceding years 
was 2,284,000 bales, and for the twelve years 
Was 2,149,000. The stocks of cotton at ports 
and interior towns October 2d were 1,028,430 
bales, or nearly one-half of all the visible, and is 
larger than at same date in any recent year, if 
not any known record. The quantity came in 
sight September Ist to October 2d is 37 per cent. 
more than in same time in any previous year. 
In no previous year was there ever over 11.74 
per cent. of the total crop delivered prior to Oct- 


ment cotton reports are as much under reality 
in 1896 as appearances now indicate. Our re- 
ports indicate there never was a crop matured 
so early, or bolls so small, or so many required 
for a pound or a bale; thatthe season was un- 
usually early and favorable; and that it is 
scarcely possible for any one to believe the 
movement has not been about a month in ad- 
vance of all previous seasons. Sentiment and 
speculation carried January cotton, September 
10, to 8.77; bulls bought freely, spinners reluc- 
tantly; consequently much ‘‘distress cotton” has 
been forced on the market for want of margins, 
and prices apparently forced as unnaturally 
down to 7.88, October 5, as they were seven-— 
eighths of a cent too high less than four weeks 
previous. 

Nore—The Government October report is 
o be published October 10, at II a.m. 


WHEAT. 


Russian Officials generally confirm wheat short- 
age reports, while special correspondence re- 
ports complete failures in some sections. Many 
reports claim Argentine crops are threatened, 
that the Australian crops unimportant, as im- 
ports must equal exports. United Kingdom, 
Germany, Holland, France, Spain and Italy 
will all and each want about their usual quantity 
of wheat; their demands are possibly aggravated 
by a deficient potato and rye crop on the conti- 
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nent. Most European reports their wheat crop 
as 1,407,880,000 bushels, against 1,468,032,000 
bushels last year. ‘‘The Corn Trade News” 
estimates world’s crop 88,000,000 bushels less 
than last year; the surplus of United States and 
Canada 144,000,000; Russia, Roumania and 
Bulgaria, Turkey and Servia, 170,400,000 bush- 
els; India 8,000,000; South America 34,400,000; 
Australia 6,400,000 bushels; Austria, Hungary, 
etc., 16,800,000 bushels. Total 380,000,000 bush- 
els. Their grand totals for the world are placed 
at 2,381,0S0,000 bushels, against 2,470,592,000 
bushels previous year. Russia’s ripe thrashings 
indicate an increased yield. Beerbohm esti- 
mates the European consumption at 1,648,000,- 
ooo bushels, crop 1,410,000,000 bushels, and 
deficiency of the European crop at 238,000,000 
bushels, against 156,000,000 in 1895,and 102,000,- 
000 bushels in 1894. Then prices were the low- 
est, and world’s supply largest ever known. 
Beerbohm predicts importing countries require 
386, 000,000 bushels; that reserve stocks are at 
least 40,000,000 bushelsless than at beginning of 
last season and estimates United States may ship 
120,000,000 bushels,and Russia 120,000,000 bush- 
els,it prices are sufficiently attractive. J.B. Lawes 
estimates Uitned Kingdom crop at 35% bushels 
to acre, or 56,000,000, and import requirements 
at 184,000,000 bushels and think the decline has 
reached a point where it does not pay to raise 
wheat judging by decline in exports. Much 
anxiety appears to existin India. Liberal ex- 
ports are reported being made from the Pacific 
coast for Indian account on account of severe 
droughts. Some reports claim rain has done 
much good in Australia and Argentine where 
the acreage and prospects are said to be much 
increased and improved. Autumn seeding in 
France and America is reported large and fa- 
vorable. Our exports since January Ist equal 
about 82,000,000, against about 48,000,000 same 
time in 1895. Since June 30th 47,500,000, 
bushels, against 31,000,000 bushels same time 
last year. Exports last week were the largest 
of any one week since September 5th,1893. 
(Further Statistical facts can always be found 
on 4th page of our weekly letters.) Itseems to 
be conceded the increased demand for wheat 
and other farm products has already increased 
the value not less than one hundred millions of 
dollars. The rise began a month ago and old 
grain men predict it is but the beginning of a 
great rise especially in wheat,and that it is bound 
to sell very high, perhaps go cents or $1. _Liv- 
erpool Warehouse reports but about twe week’s 
supply on hand. European buyers of late night- 
ly accept nearly all offers at full quotations. 
The three great Continental markets—Berlin, 
Antwerp and Paris—continue to show much 
anxiety to secure wheat from us at full prices. 
All European indications apparently show that 
America holds the key to the situation with 
about two-thirds the supply they appear to want. 
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We think it is quite possible our exports since 
June 30 have exceeded 40 per cent. of any sur- 
plus we have to spare, and prices will advance 
as Northwest receipts dimish and exports keep 
at the maximum point. The ‘‘Orange Judd 
Farmer” forecasts a crop of 167,000,000 bushels 
spring wheat that yielded 13.3 bushels per acre, 
and a winter crop yielding 12.3 bushels, and 
equaling 303.000,000 bushels, or total yield of 
470,000,000 bushels. It is intimated the forth- 
coming Government report, to be out Satur- 
day next, will forecast acrop of 425,000,000 bush- 
els. 
CORN 


Crop reports are not as good. In 1881 serious 
damage was done by a damp, cold and rainy 
November that caused the corn crop to sour, 
spoil the chit, and lesson its fattening power, 
and cause corn to rule the following year fully 
50 per cent. higher than the preceding year, 
although the crop had been considered to be a 
large one. Similar conditions have prevailed 
about every ten years since 1856. Mr. Thom- 
an and Mr. Snow predict the crop will yield 
about 2,500,000,000 bushels. 


OATS. 


The “Orange Judd Farmer” claims the crop 
will be about 717,000,000 bushels, against 900,- 
000,000 last season. Thrashings show the acre- 
age weight is but about 34 the usual average, 
The demand from New and old England con- 
tinues large. Prices are not high, and at less 
than two-thirds of a cent a pound for May, 1897, 
delivery, free of all charges, seem cheap, low 
and tempting to an investor. 


PROVISIONS. 


The ‘‘Price Current” reports the indicated 
yield of lard past season at Chicago is about 
170 pounds per hog, or 70 percent. of the aver- 
age weight. The number of hogs received there 
in August was 498,000, against 379,000 hogs 
last year, Average weight was 253 pounds 
against 237 pounds last year. Exports of pro- 
visions since November 1, 1895, exceed previous 
season. The lessening of stocks in Chicago and 
change of sentiment has made bulls on provis- 
ions where bears existed. The export move- 
ment of lard was never larger. The consump- 
tion of provisions appear to be at a maximum 
point, while prices still remain near a minimum. 
Low price speculation is increasing, with many 
indications higher corn and a broader market 
will enhance values and secure handsome gains 
totenaciousholders. Packing March Ist to Oct- 
ober Ist was 8,320,000 hogs, against 6,785,000 
last year. 


Respectfully, 
CLAPP & COMPANY. 








FREDERIC R. COUDERT. 
(See page 693.) 





